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What goes up must come down as the saying goes. While this is more a comment on the force of gravity, in the investment 
game, ideally, we would like the opposite to take place. In 2018, the downward trend definitely applied. However, in 2019 to 
date, we have seen a very pleasant recovery pretty much across the board. If markets continue to trend up at the rate they 
have for the first few months of the year, we could end with a stellar year. Even a very mediocre upward move in markets will 
lead to double-digit returns for the calendar year.

I know that in 2018, we as an asset manager did disappoint our clients with the returns earned. While markets were down, 
we did struggle on a relative basis against other asset managers. Tough times enforce introspection and tough calls where 
necessary. Our investment team realised that there was nothing fundamentally wrong with the investment philosophy and 
with the implementation thereof. However, a number of refinements were instituted to manage risk more effectively and you 
will have seen the notifications indicating these changes. 

So far, 2019 has been a very good year for us and we trust that this will continue. We do know that targeting real returns will 
mean that we need to be more aggressive in our asset allocation than peer aware managers. It is rewarding to see that real 
return targets over the longer terms have been met, with very few other asset managers able to say this. It is difficult to deal 
with short-term underperformance and the investment team feels this just as much as our clients do. They are invested in the 
same funds, but also take tremendous pride in what they do. Monene Watson, our CIO, commented recently how the 2018 
results has motivated the team to keep getting better.

One of the key challenges the investment team grappled with was around the investment philosophy cornerstone of being 
valuation driven. Index-linked bonds from a valuation perspective should deliver better returns than they have. They seemed 
a very good asset class to hold in a real return targeted portfolio, especially in the low real return strategy funds. We do also 
consider the macro-environment in our asset allocation calls, but the decision to remove this asset class was made looking 
at practical issues such as liquidity.

I am optimistic about the future performance of our funds and while we are not a peer aware asset manager, you should see 
our funds back in the top quartile over shorter periods.

Thank you once again for your support.

All the best 

Trevor

082 809 6656

BUSINESS UPDATE
TREVOR PASCOE
CEO | Old Mutual Multi-Managers
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OVERVIEW OF OUR INVESTMENT OFFERINGS

FUND CATEGORY

Max 28 Fund

Strategy Funds
Old Mutual Multi-Managers Inflation Plus 1-3%

Old Mutual Multi-Managers Inflation Plus 3-5%

Old Mutual Multi-Managers Inflation Plus 5-7%

Old Mutual Multi-Managers Absolute Balanced Fund

Risk Aware FundsOld Mutual Multi-Managers Absolute Defensive Fund

Old Mutual Multi-Managers Absolute Cautious Fund

Old Mutual Multi-Managers Managed Fund Peer Fund

Old Mutual Multi-Managers Money Market Fund Specialist Fund

THE FUND DESCRIPTION AND OBJECTIVES ARE OUTLINED BELOW: 

STRATEGY FUNDS
The Strategy Funds are a set of investment strategies that is constructed to achieve specific real return (after-inflation) targets over 
a recommended minimum investment period. The objectives of the Strategy Funds are summarised as follows:
•  Max 28 Fund - aims to achieve returns equal to CPI+6-7%  over a ten-year period
•  Inflation Plus 1-3% Strategy – aims to achieve returns equal to CPI+1-3% over a three-year period
•  Inflation Plus 3-5% Strategy – aims to achieve returns equal to CPI+3-5% over a five-year period
•  Inflation Plus 5-7% Strategy – aims to achieve returns equal to CPI+5-7% over a seven-year period

RISK AWARE FUNDS 
The Risk Aware Funds consists of Absolute Balanced, Absolute Defensive and Absolute Cautious Funds. These Funds each have 
dual objectives of short-term capital protection and long-term inflation-beating returns:
•  Absolute Balanced Fund – CPI+6% - capital protection over rolling 18-month periods
•  Absolute Defensive Fund – CPI+4% - capital protection over rolling 12-month periods
•  Absolute Cautious Fund – CPI+3% - capital protection over rolling 6-month periods

PEER FUND
The Managed Fund is an investment policy wrapped portfolio (in terms of the Long-Term Insurance Act) and will seek to provide 
a truly diversified solution for investors looking for real growth of capital over the long term. The Fund invests across all permissible 
asset classes including domestic equities, bonds, cash, property and offshore assets (up to a maximum of 30%). An additional 
allocation to Africa of 5% is allowed. Due to its multi-managed nature, the Fund is expected to provide similar returns to the 
average single-managed balanced fund over time, but with lower volatility. This policy-based investment is specifically designed 
for institutional investors and is managed to comply with Regulation 28 of the Pension Funds Act. It is thus suitable for retirement 
fund investors.

SPECIALIST FUNDS

The Money Market Fund is an investment policy wrapped portfolio (in terms of the Long-Term Insurance Act) aimed to target 50 
basis points (before fees) above inflation over the medium to long term. This policy-based investment is specifically designed for 
institutional investors and is managed to comply with Regulation 28 of the Pension Funds Act of South Africa.
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Dear Clients

During the first quarter of 2019, we communicated to you on the following:

PRODUCT UPDATES
• Global Equity Manager Changes (5 March 2019)
  Hermes Investment Management (Hermes) has been selected as a new Global Emerging Market manager. They will sit 

alongside the current manager, Coronation, where Hermes’s highly active and concentrated approach to investing will 
undoubtedly serve to extract additional value from this high potential sector. Hermes was chosen primarily based on 
their proven management process, which balances bottom-up fundamental analysis that enables them to find quality 
companies trading at attractive valuations and a top-down framework that allows them to identify the conditions that 
will support and drive the growth of the high-value companies they select.  

  The second recent manager addition to the Global Equity Building Block was a new Global manager in the form of 
Investec Global Franchise, which will take up a position alongside the existing managers, but with a particular focus on 
adding value through quality focused growth.  

BUSINESS UPDATES
• Old Mutual Multi-Managers Wins Hedge Fund Award (25 February 2019)
  It is with great satisfaction we would like to inform you that the Old Mutual Multi-Managers Long Short Equity Hedge 

Fund received an award for best fund of funds over 10 years during the annual HedgeNews Africa Awards in Cape Town 
on Thursday, 21 February 2019. 

  The awards recognise the best risk-adjusted returns of alternative strategies and hedge funds in South Africa and the 
broader Africa region each calendar year, based on an established methodology and independently verified data 
submitted to the HedgeNews Africa database.

Should you wish to discuss any of these communications, please contact me on 021 524 4835.

Kind Regards

Kind regards
Jo-Ann

CLIENT COMMUNICATION SUMMARY
JO-ANN DE KLERK
Head | Marketing and Customer Support
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GLOBAL
The US equity benchmark S&P 500 gained 1.3% in March and 13.7% in the first quarter. This lifted the return for the past year 
to almost 10%.

European equities returned 2% in March and 11% in the first quarter of the year in euro terms. However, over 12 months, the 
MSCI Europe advanced only 3%. The Japanese Nikkei 225 was flat in the month and up 6.9% in yen so far in 2019.

The MSCI Emerging Markets equity index improved 1% in March in US dollars and 10% year to date. Over 12 months, the index 
is still in the red, with a -7.4% return.

The MSCI All Country World index, comprising developed and emerging markets, returned 1.3% in March and 12.3% in the 
first quarter. The return over the past 12 months is 2.6%.

Global listed property has outperformed equity and bonds this year, with the FTSE EPRA/NAREIT Developed US dollar index 
returning 14% in the first quarter.

Global bonds had a positive month in US dollar terms as bond yields plummeted on a more dovish stance from major central 
banks. The Barclays Global Bond index gained 1.3% in US dollars in March, which left the one-year return marginally into the 
red. A strong US dollar depressed the one-year US dollar return. The yield on the global benchmark long bond, the US 10-year 
Treasury, ended March at 2.6%, having peaked at 3.25% in October 2018.

Oil has had one of the best starts to a year on record (jumping 28% in the first quarter) as OPEC output cuts and a collapse in 
Venezuelan supply eased fears of a global glut in the face of record US shale production. Oil rose 3% in March despite global 
slowdown fears. Iron ore prices remain elevated above $80 per tonne as several Brazilian mines remain closed. 

Palladium pushed to new record levels, while platinum is positive this year (but negative over 12 months). Despite the growing 
global uncertainty, gold remains lacklustre and is barely higher than a year ago. 

LOCAL
Local markets were positive in March. The FTSE/JSE All Share index returned 1.6% in March and 8% so far in 2019. The one year 
number is now a bit higher than inflation. However, our preferred, less concentrated benchmark, the FTSE/JSE Capped SWIX 
index, has lower exposure to Naspers, Anglo American and BHP, and these megacap shares have all performed well in 2019. 
The Capped Swix was flat in March and picked-up 3.8% in the first quarter. Its decline of 2.6% over 12 months substantially 
lags the All Share index. This is largely due to the disappointing financial sector performance from its elevated “Ramaphoria” 
peak a year ago.

Last year was an anomaly on the JSE given that non-resource rand hedge shares disappointed despite the 16% depreciation 
of the currency. This was largely due to company-specific issues unrelated to the macro-economy. Most notably was British 
American Tobacco (BAT), one of the largest shares on the local market, which lost 40% mostly due to regulatory concerns. 
Another was Naspers, the largest share on the JSE, whose share price largely follows the Chinese internet giant Tencent. This 
picture is now reversing, with BAT up 26% and Naspers up 17% in the first quarter (Naspers also announced its intention to 
separately list its internet businesses in Amsterdam, which should unlock value for investors but also reduce concentration 

LOCAL AND INTERNATIONAL 
MARKET COMMENTARY
IZAK ODENDAAL
Investment Strategist
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risk in JSE indices). Richemont has gained 11%. Unfortunately Aspen, another large rand-hedge casualty of 2018, has continued 
to decline as investors question its debt-fuelled growth strategy. 

But it is the resource shares that have held the JSE up this year. In general terms, commodity prices have firmed up from 
the bombed-out levels of late 2015 but remain well below previous peaks. There are some anomalies. The iron ore price has 
benefited from reduced Brazilian supply in the wake of the tailings dam disaster, but is still 40% below the 2011-peak. A 
shortage of palladium has seen the price hit an all-time record above $1500 per ounce. In contrast, its sister metal platinum 
is still depressed, and is trading at less than half its record high (set in early 2008, when electricity blackouts in South Africa 
caused fears of a supply crunch). South Africa is the world’s largest platinum producer, but we also produce a fair amount of 
palladium. Led by heavyweights Anglo American and BHP, the Resources index returned 3% in March and 14% in the first 
quarter.

On the other hand, the weak state of the domestic economy is very clearly reflected in the share prices of companies that 
primarily rely on local customers. Banks, retailers and food producers are in the red in 2019. Financials had a particularly torrid 
month in March, with the JSE Financials index losing 4%.

Industrials had another positive month, as non-resource rand hedges bounced back. Industrials returned 2.9% in March 
and 7.4% in the first quarter. However, over one year, industrials are still negative. Within Industrials, sectors with a greater 
exposure to the domestic economy have struggled.

Financials tend to be more domestically focused, and the index lost 4% in March and 0.5% year to date. Over 12 months, 
financials lost -6%. Banks, life insurers and property were negative in March. 

The JSE includes listed property in the Financials index, but most investors treat it as an asset class separate from equities. 
It suffered from an epic collapse in the first quarter of last year, while things did not fare much better in the subsequent 
three. It appears that things are stabilising, but the macro-environment for locally-focused property companies is still very 
challenging. The sector bounced strongly in January, but gave back those gains in February and March.

Local bond yields have declined since the start of the year. The All Bond Index returned 3.8% in the first quarter. Over one 
year, the return is muted given the high base set by the ‘Ramaphoria’ rally early in 2018, and bonds lag cash over the past 12 
months. Local bond yields remain attractive, with the 10-year government bond yield ending the month at 8.6%, while the 
latest inflation print was only 4.1%.

The yield on the 10-year government bond yield declined during the first quarter from 8.8% at the start of the year to 8.6% 
at the end of March. The high starting yield should more than compensate investors for capital volatility. Inflation is grinding 
structurally lower, and bond yields should follow eventually. Lower inflation again hurt the return from inflation-linked bonds. 

The rand lost almost 3% against the US dollar in March. It reacted much more to the last week’s negative emerging market 
sentiment, than to stage four load-shedding. Turkey and Argentina were once again at the centre of an emerging market 
sell-off. Ahead of its local government elections, the Turkish government tried to defend their currency, but it had the exact 
opposite effect. We expect no such shenanigans ahead of our own election in May. It also illustrates that global factors tend 
to matter more than local. Year to date, the rand is flat against the dollar. Over one year, the rand is 22% weaker and therefore 
boosts the return from offshore assets.  

LOCAL AND INTERNATIONAL MARKET COMMENTARY

This document is for information purposes only and does not constitute financial advice in any way or form. It is important to consult a financial planner to receive 
financial advice before acting on any information contained herein. Old Mutual Wealth and its directors, officers and employees shall not be responsible and disclaims 
all liability for any loss, damage (whether direct, indirect, special or consequential) and/or expense of any nature whatsoever, which may be suffered as a result of or 
which may be attributable, directly or indirectly, to the use of, or reliance upon any information contained in this document. Old Mutual Wealth is brought to you 
through several authorised Financial Services Providers in the Old Mutual Group who make up the elite service offering.
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MARKET INDICES PERFORMANCE TABLE
April 2009 - March 2019 (not annualised if less than one year)

3 MONTHS 1 YEAR 2 YEARS 3 YEARS 4 YEARS 5 YEARS 10 YEARS

JSE AllShare 8.0% 5.0% 7.3% 5.7% 5.1% 6.5% 14.0%

JSE SWIX 6.0% 0.4% 4.8% 3.7% 3.5% 6.2% 14.2%

JSE Top 40 8.5% 6.2% 8.5% 5.9% 5.2% 6.2% 13.7%

JSE FINI -0.5% -5.8% 5.2% 2.8% 1.9% 7.6% 15.8%

JSE INDI 7.4% -3.7% 0.9% 0.6% 2.6% 6.3% 17.9%

JSE RESI 16.2% 40.6% 25.2% 22.1% 7.1% 0.2% 5.1%

JSE Midcaps 2.8% -3.7% -0.8% 2.1% 2.1% 6.6% 14.8%

JSE Smallcaps -3.4% -16.4% -9.9% -2.7% -1.1% 2.6% 12.8%

JSE Gold Mining 13.1% 38.2% 6.9% -7.5% 7.2% 2.5% -4.5%

JSE Value 7.2% 9.0% 6.6% 5.8% 2.8% 3.0% 10.7%

JSE Growth 8.7% 2.3% 7.2% 5.5% 6.4% 8.7% 16.2%

ALBI 3.8% 3.5% 9.7% 10.1% 7.3% 8.3% 8.7%

STeFI 1.8% 7.3% 7.4% 7.4% 7.2% 7.0% 6.6%

JSE All Property Index 1.3% -7.0% -7.1% -5.9% -3.2% 4.1% 11.5%

FTSE 100 Index 11.0% 16.6% 5.6% 1.6% 2.9% 3.4% 9.8%

COMPOSITE DAX INDEX 7.8% 5.2% 4.5% 4.6% 6.0% 7.2% 14.8%

NIKKEI 225 INDEX 5.3% 15.6% 10.2% 8.0% 9.2% 12.8% 13.5%

MSCI World Index 12.9% 27.3% 13.4% 10.6% 12.4% 14.4% 17.8%

SA CPI 0.5% 4.1% 4.1% 3.9% 4.6% 4.5% 5.0%

Currency: ZAR
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INDUSTRY UPDATES

PRUDENTIAL INVESTMENT MANAGERS
Prudential announced the resignation of Craig Butters, one of their Equity portfolio managers, who has left Prudential at the end 
of February 2019 for a two- to three-year break from employment. Prudential’s Equity portfolios will continue to be managed using 
a team-based process that involves all of their equity analysts and portfolio managers (who also carry analyst responsibilities).

Prudential also announced the appointment of two senior equity analysts. Yusuf Mowlana joined Prudential in October 2018 as a 
Property Portfolio Manager and Analyst. Stefan Swanepoel joined Prudential in mid-February 2019 from Deutsche Bank, and will 
take responsibility for their Banks coverage.
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WHAT STOOD OUT OVER THE FIRST QUARTER?
In our research, commentary and weekly investment meetings, the following attracted particular attention.

FED PIVOT AND INVERSION AVERSION
The US Federal Reserve (the Fed) confirmed its dovish pivot, voting to keep its policy target rate range unchanged at 2.25% to 
2.5%. Chairman Jerome Powell was at pains to emphasise that his colleagues would follow a patient approach, focusing on 
the incoming data, rather than following a predetermined plan. The so-called dot-plot, a summary of individual Fed officials’ 
own views, suggest no further hikes this year, with only one more pencilled in for 2020. The Fed will also stop the shrinking 
of its balance sheet by September, ending up with a portfolio of $3.5 trillion bonds, much more than initially expected. US 
long bond yields briefly plummeted to slightly below three month Treasury bill rates. This caused some consternation among 
investors and commentators since such a “yield curve inversion” has usually presaged a recession in the past. However, the lags 
between an inversion and the onset of recession have been anywhere between one and 12 quarters, and only if the yield curve 
was negative for a prolonged period. Importantly, none of the other traditional recession signals in the US are flashing red. The 
US remains the largest economy in the world, and its impact on financial markets cannot be overstated.

LOCAL GROWTH OUTLOOK SUBDUED
March saw Eskom implementing severe rolling black-outs. While the impact on economic activity will only be apparent a 
month or two later when the official data comes out, the knock to investor and business sentiment is immediate. As it is, 
business confidence is very weak. The RMB/BER Business Confidence Index, which has tracked sentiment in bellwether sectors 
since the 1970s, is a reliable leading indicator of fixed investment spending. Unfortunately, it declined further in the first quarter. 
A cocktail of negative factors, including load shedding, strikes and political uncertainty ahead of the May general elections 
(including noise around land reform and the nationalisation of the SARB), all weighed on business confidence. But the biggest 
factor is probably simply that firms have not seen much demand for their products and services for five years and growth 
forecasts are again being revised down.

Although the economy posted positive growth in the fourth quarter, with real gross domestic product rising by 1.4% on an 
annualised basis in the fourth quarter of last year, it remains anaemic. Growth in 2018 was 0.8%, but it was a year of two halves, 
with an annualised decline of -1.6% in the first two quarters and 2% growth in the final two. Growth can improve in 2019 but 
is unlikely to break out of the low range of the last five years. And if there is further sustained load shedding, even these low 
expectations might not be met.

RESERVE BANK NOT HELPING MUCH
The SA Reserve Bank’s Monetary Policy Committee (MPC) met twice during the quarter and kept the repo rate unchanged at 
6.75% at both meetings. The second meeting came against the backdrop of a renewed commitment by President Ramaphosa 
that the SARB will be nationalised. While one might quibble with interest rates being too high, the SARB has shown no 
inclination to bow to political pressure, and indeed its independence is written into the Constitution. This will not change if it 
is nationalised, since its ownership structure has always been irrelevant to it performing its duties. Most central banks are state-
owned. Moreover, the President already appoints the Governor, and the inflation target is set by National Treasury.

Meanwhile, the MPC based its interest rate decision on an inflation forecast of 4.8% expected this year and 5.3% next year, well 
within its 3% to 6% target range. Meanwhile, it has once again trimmed its economic growth forecast and views growth risks 
to the downside. It cut its growth outlook for 2019 to 1.3% (from 1.7%) and for 2020 to 1.8% (from 2%). The Reserve Bank seems 
more or less comfortable with its inflation forecast, and noted the continued decline in surveyed inflation expectations. But it is 
concerned that it is still overestimating economic growth and its leading economic indicator has been declining. Nonetheless, 
the MPC maintains that its rate stance is ‘accommodative’. It is hard to agree with this characterisation given that the real 
prime borrowing rate is about 6% and households face a squeeze on their real incomes with real wage increases of less than 
1% outside the public sector. 

MARKET INSIGHT
IZAK ODENDAAL
Investment Strategist
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CRASH IS KING

Behavioural biases create mispricing in markets. As investors, we are much more sensitive to losses in wealth than to gains in wealth. 
This sensitivity is amplified during times of crises, which impairs our investment decision making. We tend to become less sensitive to 
valuation when things are getting bad, and when things get bad, it is human nature to exaggerate the risks. In this article, we would 
like to share a few considerations that should guide one’s thought processes during times of market stress.

UNDERSTAND A FUND’S RISK-RETURN PROFILE
Investors must be sure that the risk-return profile of a fund they are invested in is consistent with their long-term objectives. Consider 
the Old Mutual Multi-Managers Inflation Plus 3-5% Strategy. Principally we know that:

1.  the Fund aims to achieve returns equal to inflation +3% to 5% over a five-year period,
2.  the minimum amount of time an investor should remain invested in this Fund is five years, and
3.  over a short time horizon, the Fund can experience negative returns. 

Our modelling1 (figure below) shows that 95% of the time, the range of returns for the Old Mutual Multi-Managers Inflation Plus 
3-5% Strategy is within -10% and +30% (rolling one-year periods). Put differently, an investor in this strategy can lose up to 10% of 
capital or gain as much as 30% in one year. Similarly, over a five-year period, the range of returns can vary from as little as 2% to 20% 
(annualised). At the end of December 2018, the Fund achieved a one-year return of 1.6% and a five-year return of 7.2% (annualised) 
.While these returns, due to struggling asset class returns, are disappointing, it should not be a surprise, as these are consistent with 
the expected risk-return profile of the Fund and to what markets have delivered in the past.

1 2 3 5 10 15 20 25 30

35%

30%

25%

20%

15%

10%

5%

0%

-5%

-10%

-15%

YEAR/S

The Old Mutual Multi-Managers Inflation Plus 3-5% Strategy’s performance since inception  to end February 2019 has been 13.2% 
(annualised). Over periods of rolling five years, the Fund has met its objectives 75% of the time. Making an emotional decision to exit 
the Fund because of a negative one-year return or a five-year return which has not yielded much above inflation would therefore not 
be very judicious.  

1 Our modelling assumes a 95% probability of returns 

MARKET INSIGHT
AMEER AMOD
Head | Absolute and Fixed Interest
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EMOTIONAL DECISIONS DON’T LEAD TO GOOD OUTCOMES
In the figure below are the rolling one-year returns for the Old Mutual Multi-Managers Inflation Plus 3-5% Strategy  and cash. During 
the financial crisis (2008), the slump in equities and appeal of higher cash rates could have induced an investor to switch out of 
equities and to move into cash (or some other better performing fund). 
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CASH VS SIS LIFE 3-5: 1 YR ROLLING RETURNS

   OLD MUTUAL MULTI-MANAGERS 
INFLATION PLUS 3-5% STRATEGY

  CASH

When crisis strikes, individuals extrapolate weakness in markets into perpetuity. Assume an investor panics owing to falling stock 
markets and then makes the emotional decision to exit his/her current investment strategy (from Old Mutual Multi-Managers 
Inflation Plus 3-5% Strategy into cash) – what would be the impact of such a decision? 

Assume this switch was made around June 2008 and the investor moved into cash. The figure below shows that an investor making 
this emotional switch would have grown his/her initial investment of R100 to R490. Had the investor stayed the course and not 
switched, the R100 would be worth close to R7003. In percentage terms, 10.7% v 13.2% per annum since inception – put differently, 
the cost of switching has been about 2.5% p/a over the last decade. One could argue that at some later point, the investor can get 
back into the fund and recoup the gains of rising markets, but very few, if any, are skilled at market timing and more importantly, 
switching in and out of funds incurs trading and other associated costs like taxes.   
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THE COST OF SWITCHING

   OLD MUTUAL MULTI-MANAGERS INFLATION 
PLUS 3-5% STRATEGY

   FROM OLD MUTUAL MULTI-MANAGERS 
INFLATION PLUS 3-5% STRATEGY TO CASH

2 June 2003
3 Return data to end February 2019
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CRISIS CREATES OPPORTUNITY
The unceremonious removal of former Finance Minister Nhlanhla Nene on the 9th of December 2015, to be replaced by Des van 
Rooyen, who after a four day tenure was then replaced by Pravin Gordhan, significantly impacted our currency and bond markets. 
The rand weakened from R14.59 to R15.90 to the dollar, a decline of 9% within two days! Bond prices fell sharply resulting in higher4 
bond yields – one of SA’s most heavily-traded bonds traded a full percentage point higher. The extremely bearish sentiment at the 
time forced many investors in the SA bond market to capitulate. At Old Mutual Multi-Managers, we retained our overweight position 
to bonds. Inflation was about 5.3% and bond yields offered close to 9.8% – a real yield of 4.5% and certainly a sufficient margin of 
safety considering the risks. Since Nenegate to the end of February 2019, annualised returns for bonds and cash were about 11% and 
7% respectively – a marked difference of 4% per annum over this period. 

STAY THE COURSE – IT WAS YOUR INITIAL OBJECTIVE
Think about why you make an investment. This is a considered choice suited to your needs and long-term objectives. Up and down 
markets are part of investing – exercising patience and resilience to swings in markets will help you achieve your long-term objectives 
as you originally intended. Making investment decisions based on emotions has the undesirable effect of locking in losses, paying 
more in fees and taxes (switching funds), and ultimately losing out on future higher gains that the market will offer. Focusing on the 
short term will certainly compromise the success of your long-term investment objectives.

4 When bond prices fall, their yields move higher.
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OLD MUTUAL MULTI-MANAGERS  
MAX 28 FUND

The Fund is an amalgamation of the Old Mutual Multi-Managers Aggressive Fund and the Old Mutual Multi-Managers 
Inflation Plus 7% Strategy. 

INCEPTION DATE: 14 October 1999 ASSETS UNDER MANAGEMENT: R825m

COMMENTARY 

This quarter, the Fund returned 8.2% net with the FTSE/JSE All Share Index (ALSI) returning 8.0% and the All Bond Index (ALBI) 
3.8%. The local property sector was down 1.3%.

Over the last 12 months, the fund returned 4.9% net, local bond market returned 3.5%. Local listed property returns have remained 
volatile and are -7.0% lower for the 12 months to end March 2019. Local cash has returned 7.3% for the last 12 months. JSE All Share 
Index (ALSI) delivered 5.0%.
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PERFORMANCE DATA TO 31 MARCH 2019

                                                                    % PERFORMANCE (P.A.)

1 YR 2 YRS 3 YRS 5 YRS 7 YRS 10 YRS SINCE INCEPTION

Old Mutual Multi-Managers Max 28 Fund 5.5% 5.7% 5.1% 7.9% 12.8% 15.2% 13.3%

Strategy Return Target 10.6% 10.5% 11.3% 11.6% 11.8% 11.8% 12.5%

CPI refers to the CPI (all urban areas) as provided by Statistics South Africa, effective 1 January 2009. Prior to January 2009, the CPIX (all metropolitan and urban areas) 
was used as the measure for inflation for our funds.
The benchmark returns shown here are a composite of the two measures. The previous month’s change in inflation is used as an estimate for the current month (since 
inflation numbers are released one month in arrears).

PERFORMANCE AGAINST 
STRATEGY OBJECTIVE* 
(SINCE INCEPTION)

   OLD MUTUAL MULTI-MANAGERS  
MAX 28 FUND 

  STRATEGY RETURN TARGET

The graph illustrates the 
Strategy’s performance against it’s 
performance target.
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OLD MUTUAL MULTI-MANAGERS  
MAX 28 FUND

LIKELY FUND RANGE OF RETURNS AND 
CURRENT RETURN*

The graph shows the strategy’s likely fund range of 
returns over different investment periods, based on 
the research team’s investigation and modelling. 
The diamonds indicate the current actual historical 
return over each period of the fund.
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21Q1 INSTITUTIONAL REPORT

OLD MUTUAL MULTI-MANAGERS  
MAX 28 FUND

INVESTMENT OBJECTIVE
This Investment Strategy gives you the opportunity to achieve maximum long-term growth. It invests in diversified portfolios 
of high-quality instruments. The strategy’s primary exposure will be to South African and international listed shares. It aims to 
achieve a return in the range of 6%-7% above inflation over rolling ten-year periods.

This policy based investment is specifically designed for institutional investors and is managed to comply with Regulation 28 of 
the Pension Funds Act of South Africa.

PERFORMANCE TARGET
CPI +6.5%

THE MAIN INVESTMENTS
This investment strategy is made up of underlying portfolios, which invest in specialist asset classes managed by various asset 
managers. Generally, the strategy may invest in South African and international cash, fixed interest securities, listed shares and 
listed property. This strategy aims to achieve maximum capital growth over a long-term horizon and is therefore primarily invested 
in growth assets.

ASSET MANAGER PROFILES
Old Mutual Multi-Managers researches the market and appoints the most appropriate asset managers to manage the strategy’s 
underlying portfolios. After appointing asset managers, the investment team continually monitors the strategy, the underlying 
portfolios and the appointed managers and their investment processes to ensure that they remain appropriate. Old Mutual Multi-
Managers has selected a combination of asset managers to manage this strategy’s various underlying portfolios.
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22Q1 INSTITUTIONAL REPORT

OLD MUTUAL MULTI-MANAGERS  
INFLATION PLUS 1  -  3% STRATEGY

INCEPTION DATE: 14 October 1999 ASSETS UNDER MANAGEMENT: R431m

COMMENTARY 

The Inflation Plus 1-3% strategy returned 7.1% per annum over the recommended minimum investment period of three years. Over 
the last 12 months, this strategy returned 5.5%.

PERFORMANCE DATA TO 31 MARCH 2019
                                                                    % PERFORMANCE (P.A.)

1 YR 2 YRS 3 YRS 5 YRS 7 YRS 10 YRS SINCE INCEPTION

Old Mutual Multi-Managers Inflation Plus 1-3% Strategy 6.0% 7.5% 7.6% 8.6% 11.1% 12.0% 12.9%

Strategy Return Target 6.1% 6.0% 6.8% 7.1% 7.3% 7.3% 8.0%

CPI refers to the CPI (all urban areas) as provided by Statistics South Africa, effective 1 January 2009. Prior to January 2009, the CPIX (all metropolitan and urban areas) 
was used as the measure for inflation for our funds.

The benchmark returns shown here are a composite of the two measures. The previous month’s change in inflation is used as an estimate for the current month (since 
inflation numbers are released one month in arrears).

LIKELY FUND RANGE OF RETURNS 
AND CURRENT RETURN*

The graph shows the strategy’s likely fund range 
of returns over different investment periods, 
based on the research team’s investigation and 
modelling. The diamonds indicate the current 
actual historical return over each period of the 
Fund. 
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PERFORMANCE AGAINST 
STRATEGY OBJECTIVE* 
(SINCE INCEPTION)

   OLD MUTUAL MULTI-MANAGERS INFLATION 
PLUS 1 - 3 STRATEGY 

   STRATEGY RETURN TARGET

The graph illustrates the Strategy’s 
performance against it’s performance 
target.
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23Q1 INSTITUTIONAL REPORT

OLD MUTUAL MULTI-MANAGERS  
INFLATION PLUS 1  -  3% STRATEGY

INVESTMENT OBJECTIVE
This investment strategy seeks to grow your capital and income at a steady pace. It invests in a range of portfolios diversified across 
various asset classes, asset managers and high-quality instruments, including South African and international cash, listed property 
and listed shares. It aims to achieve a return in the range of 1%-3% above inflation over rolling three-year periods. This policy based 
investment is specifically designed for institutional investors and is managed to comply with Regulation 28 of the Pension Funds 
Act of South Africa.

PERFORMANCE TARGET:
CPI +2%

THE MAIN INVESTMENTS
This investment strategy is made up of underlying portfolios, which invest in specialist asset classes managed by various asset 
managers. Generally, the strategy may invest in South African and international cash, fixed interest securities, listed shares and 
listed property. This strategy is considered to be relatively conservative and therefore mainly invests in low risk asset classes such as 
cash and fixed income. This ensures that the strategy provides the necessary capital protection during volatile periods, while also 
being positioned to benefit from rising markets. 

ASSET MANAGER PROFILES
Old Mutual Multi-Managers researches the market and appoints the most appropriate asset managers to manage the strategy’s 
underlying portfolios. After appointing asset managers, the investment team continually monitors the strategy, the underlying 
portfolios and the appointed managers and their investment processes to ensure that they remain appropriate. Old Mutual Multi-
Managers has selected a combination of asset managers to manage this strategy’s various underlying portfolios.
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24Q1 INSTITUTIONAL REPORT

OLD MUTUAL MULTI-MANAGERS  
INFLATION PLUS 3 -  5% STRATEGY

INCEPTION DATE: 30 June 2003 ASSETS UNDER MANAGEMENT: R4.4bn

COMMENTARY 

The Inflation Plus 3-5% strategy returned 7.7% per annum over the recommended minimum investment period of five years. 
Over the last 12 months, this strategy returned 5.3%. 

LIKELY FUND RANGE OF RETURNS AND 
CURRENT RETURN*

The graph shows the strategy’s likely fund range of 
returns over different investment periods, based on 
the research team’s investigation and modelling. The 
diamonds indicate the current actual historical return 
over each period.

PERFORMANCE DATA TO 31 MARCH 2019
                                                                    % PERFORMANCE (P.A.)

1 YR 2 YRS 3 YRS 5 YRS 7 YRS 10 YRS SINCE INCEPTION

Old Mutual Multi-Managers Inflation Plus 3-5% Strategy 5.9% 6.4% 6.3% 8.4% 11.9% 13.4% 14.2%

Strategy Return Target 8.1% 8.0% 8.8% 9.1% 9.3% 9.3% 9.6%

CPI refers to the CPI (all urban areas) as provided by Statistics South Africa, effective 1 January 2009. Prior to January 2009, the CPIX (all metropolitan and urban areas) 
was used as the measure for inflation for our funds.

The benchmark returns shown here are a composite of the two measures. The previous month’s change in inflation is used as an estimate for the current month (since 
inflation numbers are released one month in arrears).
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PERFORMANCE AGAINST 
STRATEGY OBJECTIVE* 
(SINCE INCEPTION)

   OLD MUTUAL MULTI-MANAGERS 
INFLATION PLUS 3-5% STRATEGY

   STRATEGY RETURN TARGET

The graph illustrates the 
Strategy’s performance against 
it’s performance target.
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25Q1 INSTITUTIONAL REPORT

OLD MUTUAL MULTI-MANAGERS  
INFLATION PLUS 3 -  5% STRATEGY

INVESTMENT OBJECTIVE
This investment strategy seeks to grow your capital and income at a reasonable pace. It invests in a range of portfolios diversified 
across various asset classes, asset managers and high-quality instruments, including South African and international cash, fixed 
interest securities, listed property and listed shares. It aims to achieve a return in the range of 3%-5% above inflation over rolling 
five-year periods. This policy based investment is specifically designed for institutional investors and is managed to comply with 
Regulation 28 of the Pension Funds Act of South Africa.

PERFORMANCE TARGET 
CPI +4%

THE MAIN INVESTMENTS
This investment strategy is made up of underlying portfolios, which invest in specialist asset classes managed by various asset 
managers. Generally, the strategy may invest in South African and international cash, fixed interest securities, listed shares and 
listed property. This strategy aims to achieve capital growth over a medium-term horizon and therefore has a moderate exposure 
to growth assets such as equities and a relatively lower exposure to income-generating asset classes.

ASSET MANAGER PROFILES
Old Mutual Multi-Managers researches the market and appoints the most appropriate asset managers to manage the strategy’s 
underlying portfolios. After appointing asset managers, the investment team continually monitors the strategy, the underlying 
portfolios and the appointed managers and their investment processes to ensure that they remain appropriate. Old Mutual Multi-
Managers has selected a combination of asset managers to manage this strategy’s various underlying portfolios.
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26Q1 INSTITUTIONAL REPORT

OLD MUTUAL MULTI-MANAGERS  
INFLATION PLUS 5 -  7% STRATEGY

INCEPTION DATE: 14 October 1999 ASSETS UNDER MANAGEMENT: R10.6bn

COMMENTARY 

The Inflation plus 5-7% strategy returned 11.3% per annum over the recommended minimum investment period of seven years. 
Over the last 12 months, this strategy returned 4.6%. 

PERFORMANCE DATA TO 31 MARCH 2019
                                                                    % PERFORMANCE (P.A.)

1 YR 2 YRS 3 YRS 5 YRS 7 YRS 10 YRS SINCE INCEPTION

Old Mutual Multi-Managers Inflation Plus 5-7% Strategy 5.2% 6.0% 5.7% 8.1% 12.7% 14.7% 13.9%

Strategy Return Target 10.1% 10.0% 10.8% 11.1% 11.3% 11.3% 12.0%

CPI refers to the CPI (all urban areas) as provided by Statistics South Africa, effective 1 January 2009. Prior to January 2009, the CPIX (all metropolitan and urban areas) 
was used as the measure for inflation for our funds.

The benchmark returns shown here are a composite of the two measures. The previous month’s change in inflation is used as an estimate for the current month (since 
inflation numbers are released one month in arrears).

LIKELY FUND RANGE OF RETURNS 
AND CURRENT RETURN*

The graph shows the strategy’s likely fund range 
of returns over different investment periods, 
based on the research team’s investigation and 
modelling. The diamonds indicate the current 
actual historical return over each period of the 
fund.
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PERFORMANCE AGAINST 
STRATEGY OBJECTIVE* 
(SINCE INCEPTION)

   OLD MUTUAL MULTI-MANAGERS 
INFLATION PLUS 5-7% STRATEGY 

   STRATEGY RETURN TARGET 

The graph illustrates the 
Strategy’s performance against it’s 
performance target.
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27Q1 INSTITUTIONAL REPORT

OLD MUTUAL MULTI-MANAGERS  
INFLATION PLUS 5 -  7% STRATEGY

INVESTMENT OBJECTIVE
This investment strategy seeks to grow your capital and income at a moderate  to high pace. It invests in a range of portfolios 
diversified across various asset classes, asset managers and high-quality instruments, including South African and international 
cash, fixed interest securities, listed property and listed shares. It aims to achieve a return in the range of 5-7% above inflation over 
rolling seven-year periods.

This policy based investment is specifically designed for institutional investors and is managed to comply with Regulation 28 of 
the Pension Funds Act of South Africa.

PERFORMANCE TARGET
CPI +6%

THE MAIN INVESTMENTS
This investment strategy is made up of underlying portfolios, which invest in specialist asset classes managed by various asset 
managers. Generally, the strategy may invest in South African and international cash, fixed interest securities, listed shares and 
listed property. This strategy aims to achieve high capital growth over a long-term horizon. It therefore has a high exposure to 
growth assets such as equities and minimum exposure to income-generating asset classes.

ASSET MANAGER PROFILES
Old Mutual Multi-Managers researches the market and appoints the most appropriate asset managers to manage the strategy’s 
underlying portfolios. After appointing asset managers, the investment team continually monitors the strategy, the underlying 
portfolios and the appointed managers and their investment processes to ensure that they remain appropriate. Old Mutual Multi-
Managers has selected a combination of asset managers to manage this strategy’s various underlying portfolios.
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28Q1 INSTITUTIONAL REPORT

OLD MUTUAL MULTI-MANAGERS  
ABSOLUTE BALANCED FUND

INCEPTION DATE: May 2004 ASSETS UNDER MANAGEMENT: R233 373 591.02

COMMENTARY

This quarter, the Fund returned 7.3% net with the FTSE/JSE All Share Index (ALSI) returning 8.0% and the All Bond Index (ALBI) 
3.8%. The local property sector was down 1.3%.

As at the end of March 2019 exposure to asset classes for the Absolute Balanced Fund was as follows: domestic equities 38%, listed 
property 9.1%, bonds 16.0% and close to maximum offshore exposure. The Fund has also maintained exposure to alternative asset 
classes such as private equity at 5.5%. 

Over the past quarter, Coronation returned 6.9%, Investec 9.3% and Prudential 7.0%.

MANAGER ALLOCATION

Absolute - Coronation 29.5%

Absolute - Investec 29.7%

Absolute - Prudential 35.2%

Hedge Funds 0.0%

Private Equity 5.6%

International Bond 0.0%

5 YEAR ANNUALISED RISK ADJUSTED RETURNS
Return (%) Std Dev (%)

Absolute Balanced 7.3 5.8

JSE SWIX 6.2 10.7

JSE Capped SWIX 5.1 10.0

ALBI 8.3 7.7

STeFI 7.0 0.2

SA Listed Property 5.6 13.7

MSCI World Index  15.3 15.1

ASSET ALLOCATION

Private Equity 5.6% 

International Equities 24.2% 

Equity 36.8%

Other 1.0%

Cash 7.5%

Property 7.5%

Index-Linked Bonds 3.8%

Bonds 12.4%



29Q1 INSTITUTIONAL REPORT

OLD MUTUAL MULTI-MANAGERS  
ABSOLUTE BALANCED FUND

FUND OBJECTIVE     
The fund is an investment policy wrapped portfolio (in terms of the long term insurance act)  designed to target non-negative 
returns over rolling 18-month periods with a 6% real return expectation per annum over the long term (before fees). This policy 
based investment is specifically designed for institutional investors and is managed to comply with Regulation 28 of the Pension 
funds Act of South Africa. Investment objectives are not guaranteed.     

BENCHMARK     
The Absolute Balanced Fund and the underlying managers are measured against Headline CPI for all urban areas.  

TARGET     
Non negative returns over rolling 18 months with 6% real p.a. over the long term     

CALENDAR YEAR PERFORMANCE (%) 

YTD1 2018 2017 2016 2015

Fund 7.3% -3.0% 11.1% 4.4% 11.6%

Benchmark 1.9% 11.2% 10.6% 12.6% 10.8%

HISTORIC RETURNS  
AS AT 31 MARCH 2019

  FUND 

  BENCHMARK 

1. Returns for periods greater than 1 year are annualised.
2.  Where applicable all returns reflected are net of performance fees paid to underlying managers. Where net priced asset manager portfolios are used, returns stated 

are net of net priced asset manager fees and gross of Old Mutual Multi-managers fees.
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30Q1 INSTITUTIONAL REPORT

OLD MUTUAL MULTI-MANAGERS  
ABSOLUTE DEFENSIVE FUND

INCEPTION DATE: October 2002 ASSETS UNDER MANAGEMENT: R948 538 246.80   

COMMENTARY

This quarter, the Fund returned 6.6% net with the FTSE/JSE All Share Index (ALSI) returning 8.0% and the All Bond Index (ALBI) 
3.8%. The local property sector was down 1.3%.

As at the end of March 2019, exposure to asset classes for the Absolute Defensive Fund is as follows: domestic equities 25.0%, 
domestic bonds 19.0% and 22.0% in cash. Offshore is close to 25%. The Fund has also maintained exposure to alternative asset 
classes such as private equity at 4.5%. 

Over the past quarter, SIM returned 5.0%, Coronation 6.9% and Investec 9.3%.

5 YEAR ANNUALISED RISK ADJUSTED RETURNS
Return (%) Std Dev (%)

Absolute Defensive  7.6  3.4 

JSE SWIX  6.2  10.7 

JSE Capped SWIX 5.1 10.0

ALBI  8.3  7.7 

STeFI  7.0  0.2 

SA Listed Property  5.6  13.7 

MSCI World Index  15.3  15.1 

Equity 23.6%

Private Equity 4.9%

International Cash 1.9%

International Equity 21.7%

Other 1.1%

Bonds 16.0%

Cash 23.8%

Index-linked Bonds 3.9%

Property 3.0%

ASSET ALLOCATION

MANAGER ALLOCATION

Absolute - Coronation 27.6%

Absolute - Investec 28.1%

Absolute - SIM 39.5%

Private Equity 4.9%



31Q1 INSTITUTIONAL REPORT

OLD MUTUAL MULTI-MANAGERS  
ABSOLUTE DEFENSIVE FUND

FUND OBJECTIVE
The fund is an investment policy wrapped portfolio (in terms of the long term insurance act)  designed to target non-negative 
returns over rolling 12-month periods with a 4% real return expectation per annum over the long term (before fees). This policy 
based investment is specifically designed for institutional investors and is managed to comply with Regulation 28 of the Pension 
funds Act of South Africa. Investment objectives are not guaranteed.

BENCHMARK
The Absolute Defensive Fund and the underlying managers are measured against Headline CPI for all urban areas. 

TARGET 
Non negative returns over rolling 12 months with 4% real p.a. over the long term

CALENDAR YEAR PERFORMANCE (%) 

YTD 2018 2017 2016 2015

Fund 6.7% 0.9% 8.3% 4.0% 12.1%

Benchmark 1.4% 9.2% 8.6% 10.6% 8.8%

1. Returns for periods greater than 1 year are annualised.
2.    Where applicable all returns reflected are net of performance fees paid to underlying managers. Where net priced asset manager portfolios are used, returns stated 

are net of net priced asset manager fees and gross of Old Mutual Multi-managers fees.

HISTORIC RETURNS  
AS AT 31 MARCH 2019

  FUND 
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32Q1 INSTITUTIONAL REPORT

OLD MUTUAL MULTI-MANAGERS  
ABSOLUTE CAUTIOUS FUND

INCEPTION DATE: October 2005 ASSETS UNDER MANAGEMENT: R164 926 002.43    

COMMENTARY

This quarter, the Fund returned 4.9% net with the FTSE/JSE All Share Index (ALSI) returning 8.0% and the All Bond Index (ALBI) 
3.8%. The local property sector was down 1.3%.

As at the end of March 2019, exposure to asset classes for the Absolute Cautious Fund is as follows: domestic equities 14.0%, 
domestic bonds 33.0% and 25.0% in cash. Offshore is approximately 21%.

 Over the past quarter, Prudential returned 7.0% and SIM 5.0%. 

MANAGER ALLOCATION

Absolute - SIM 50.7%

Absolute - Prudential 49.3%

Hedge Funds 0.0%

5 YEAR ANNUALISED RISK ADJUSTED RETURNS
Return (%) Std Dev (%)

Absolute Cautious  7.6  3.4 

JSE SWIX  6.2  10.7 

JSE Capped SWIX 5.1 10.0

ALBI  8.3  7.7 

STeFI  7.0  0.2 

SA Listed Property  5.6  13.7 

MSCI World Index  15.3  15.1 

Index-linked Bonds 6 .4% 

Equity 12.3%

International Cash 2.5%

International Equity 18.9%

Cash 31.5% 

Property 6.3%

Bonds 21.8%

ASSET ALLOCATION



33Q1 INSTITUTIONAL REPORT

OLD MUTUAL MULTI-MANAGERS  
ABSOLUTE CAUTIOUS FUND

FUND OBJECTIVE     
The fund is an investment policy wrapped portfolio (in terms of the long term insurance act)  designed to target non-negative 
returns over rolling 6-month periods with a 3% real return expectation per annum over the long term (before fees where applicable). 
This policy based investment is specifically designed for institutional investors and is managed to comply with  Regulation 28 of 
the Pension funds Act of South Africa. Investment objectives are not guaranteed.     

BENCHMARK     
The Absolute Cautious Fund and the underlying managers are measured against Headline CPI for all urban areas.   

TARGET     
Non negative returns over rolling 6 months with 3% real p.a. over the long term     

CALENDAR YEAR PERFORMANCE (%) 

YTD1 2018 2017 2016 2015

Fund 4.9% 1.7% 9.3% 6.1% 8.6%

Benchmark 1.2% 8.2% 7.6% 9.6% 7.8%

1. Returns for periods greater than 1 year are annualised.
2.  Where applicable all returns reflected are net of performance fees paid to underlying managers. Where net priced asset manager portfolios 

are used, returns stated are net of net priced asset manager fees and gross of Old Mutual Multi-managers fees.

HISTORIC RETURNS  
AS AT 31 MARCH 2019

  FUND 

  BENCHMARK 
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OLD MUTUAL MULTI-MANAGERS  
MANAGED FUND

INCEPTION DATE: April 2010 ASSETS UNDER MANAGEMENT: R2 737 618 309.92

COMMENTARY

This quarter, the Fund returned 7.8% net with the FTSE/JSE All Share Index (ALSI) returning 8.0% and the All Bond Index (ALBI) 
3.8%. The local property sector was down 1.3%.

It was a good 1st quarter, this is evident in the underlying manager returns, with Prudential returning 7.3%, Coronation 9.7%, Foord 
6.7% and Allan Gray 5.7%. For the 12 months ending March 2019, Prudential returned 7.1%, Coronation 6.6%, Foord 6.9% and Allan 
Gray 6.9%. 

The Fund has returned 7.4% net over the last 12 months.

MANAGER ALLOCATION

Coronation Balanced 29.0%

Prudential Balanced 29.0%

Foord Balanced 22.3%

Allan Gray 19.7%

5 YEAR ANNUALISED RISK ADJUSTED RETURNS
Return (%) Std Dev (%)

Managed Fund  6.8  7.4 

JSE SWIX  6.2  10.7 

JSE Capped SWIX 5.1 10.0

ALBI  8.3  7.7 

STeFI  7.0  0.2 

SA Listed Property  5.6  13.7 

MSCI World Index  15.3  15.1 

ASSET ALLOCATION
Equity 44.0%

International Other 0.3%

International Cash 1.2%

International Bonds 1.0%

International Equities 25.5%

Other 1.9%

Cash 4.1%

Property 5.6%

Index-linked Bonds 1.0%

Bonds 15.5%
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OLD MUTUAL MULTI-MANAGERS  
MANAGED FUND

FUND OBJECTIVE
The Fund is an investment policy wrapped portfolio (in terms of the Long Term Insurance Act) and aims to outperform the median 
of the Alexander Forbes Global Large Manager Watch (AFLMW) by maintaining the maximum equity exposure allowed under 
Prudential Investment Guidelines and also utilizes the freedom to invest in property and alternative assets. Capital depreciation is 
possible. This policy based investment is specifically designed for institutional investors and is managed to comply with Regulation 
28 of the Pension funds Act of South Africa.

BENCHMARK
Median of Alexander Forbes Global Large Manager Watch.

TARGET
To outperform the median of the Global Large Manager Watch.

CALENDAR YEAR PERFORMANCE (%) 

YTD 2018 2017 2016 2015

Fund 7.8% -3.5% 11.8% 3.5% 7.2%

Benchmark 6.4% -2.0% 11.5% 3.3% 9.1%

HISTORIC RETURNS  
AS AT 31 MARCH 2019

  FUND 

  BENCHMARK 

1. Returns for periods greater than 1 year are annualised.
2. All returns reflected are net of performance fees paid to underlying managers. Benchmark returns are gross of fees.
3. Returns stated are net of net priced asset manager fees and gross of Old Mutual Multi-Managers fees.
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36Q1 INSTITUTIONAL REPORT

OLD MUTUAL MULTI-MANAGERS  
MONEY MARKET FUND

INCEPTION DATE: August 2000 ASSETS UNDER MANAGEMENT: R307 415 920.73

COMMENTARY

The investments are diversified across a number of issuers and instruments and are therefore considered less risky than a deposit 
with any one bank. According to the most recently available data, the Strategy’s weighted average maturity is 116 days. The 
Strategy’s term exposure is biased towards the short end of the money market curve with close to 76% of instruments within six 
months of maturity. More than 95% of the strategy was exposed to F1/F1+ rated investments.

MANAGER ALLOCATION

Sanlam Money Market 50.0%

Prescient Money Market 50.0%

ASSET ALLOCATION

Cash 100.0%

MATURITY PROFILE

0-7 days 8.2%

8-30 days 9.7%

31-60 days 13.5%

61-90 days 17.1%

91-120 days 3.1%

121-180 days 18.6%

181 plus days 29.8%



37Q1 INSTITUTIONAL REPORT

OLD MUTUAL MULTI-MANAGERS  
MONEY MARKET FUND

FUND OBJECTIVE    
The Fund is an investment policy wrapped portfolio (in terms of the Long-Term Insurance Act) aimed to target 50 basis points 
(before fees) above inflation over the medium to long term. This policy-based investment is specifically designed for institutional 
investors and is managed to comply with Regulation 28 of the Pension funds Act of South Africa.    

BENCHMARK    
The Money market Fund is measured against STeFI 3 month.    

TARGET    
STeFI + 0.5% p.a. over the medium to long term.    

1. Returns for periods greater than 1 year are annualised.
2.  Where applicable all returns reflected are net of performance fees paid to underlying managers. Where net priced asset manager portfolios are used, returns stated 

are net of net priced asset manager fees and gross of Old Mutual Multi-Managers fees.

HISTORIC RETURNS  
AS AT 31 MARCH 2019

  FUND 

  BENCHMARK 
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    SOUTH AFRICAN EQUITY – PRUDENTIAL PORTFOLIO MANAGERS

Prudential is a relative value manager and invests in shares that are trading below their intrinsic 
values. The portfolio returned 1.8% over the last year, outperforming its benchmark by 4.4% on a net 

basis. The outperformance, relative to the benchmark, was largely driven by overweight positions in Anglo American, Old Mutual, 
Datatec and Exxaro. Prudential remain optimistic regarding South African equity market returns over the medium term due 
to the prevailing excessive levels of pessimism reflected in share prices and valuations. The manager currently views the South 
African equity market as being undervalued, and now has more conviction that earnings and dividends should show a return 
to growth. This view is based on a return to more normal profit margins amongst the mining companies and related industries.  

    SOUTH AFRICAN EQUITY – CORONATION FUND MANAGERS

Coronation’s valuation-driven process aims to identify mispriced assets trading at discounts or 
premiums to their long-term values. The portfolio returned -0.9% over the last year, outperforming 

its benchmark by 1.7% on a net basis. The outperformance, relative to the benchmark, was driven by outperforming overweight 
positions in Northam Platinum, Anglo American and Exxaro, as well as underweight positions in Mr Price and Vodacom. In 
industrials, Coronation continue to remain cautious on those stocks that are heavily exposed to the domestic economy, with their 
preferred exposures in the portfolio being to high-quality domestic defensive businesses that should weather the challenging 
local economic environment better than their weaker, economically sensitive peers. The manager also continues to maintain a 
large position in global stocks listed on the JSE such as Naspers, British American Tobacco and Anheuser-Busch InBev. Within 
resources, while Coronation believe that high commodity prices have reduced the margin of safety in resource valuations, they 
continue to maintain reasonable exposure to the sector based on their assessment of long-term value. In financials, Coronation 
prefer bank exposure over life insurers given their attractive valuations and dividend yields.

    SOUTH AFRICAN EQUITY – VISIO CAPITAL MANAGEMENT

Visio is a valuation-focused manager with a long-term horizon and a strong emphasis on downside 
protection and understanding how a company generates its earnings. The portfolio returned -4.2% 

over the last year, underperforming its benchmark by 1.7% on a net basis. The underperformance, relative to the benchmark, 
can be largely attributed to underperforming overweight positions in Cashbuild, Shoprite and AdvTech, as well as underweight 
positions in strong performers such as Impala Platinum and Capitec. Visio believes that the subsequent downward adjustment of 
analysts’ 2019 expectations for South African companies’ earnings that followed a tough 2018 appear to be more realistic, and that 
the likelihood of continued negative surprises has been somewhat reduced. In assessing the current state of the South African 
market, the manager believes that the Diversified Miners, which have delivered strong returns year-to-date driven by solid balance 
sheets and strong free cash flow yields, are not expensive, but have risks to earnings as tailwinds diminish and commodity prices 
remain elevated. Visio has a growing preference for food over apparel retail, as they expect food inflation to increase due to rising 
wheat, maize and meat prices. The manager also believes that bank valuations appear compelling, however they are cautious 
over most banks pre-provisioning profit growth being negative. Visio’s investment process continues to be driven by fundamental 
analysis, and aims to look through cycles in order to avoid ‘fads’ and ensure that they are paying a fair price for a quality business 
over the medium to longer term. 
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   SOUTH AFRICAN EQUITY – MAZI CAPITAL

Mazi Capital follows a long-term, fundamental investment approach with a bias for quality 
companies. Mazi returned -4.3% over the last year, underperforming its benchmark by 1.7% on a 

gross basis. Mazi’s underperformance was mostly driven by underperforming overweights in South African consumer-facing 
stocks such as Cashbuild and Truworths, as well as underweight positions in strong performers such as Nedbank, Sasol and Impala 
Platinum. Mazi believe that the first quarter of 2019 went some way to restoring investor confidence in the market, with global 
and local markets rewarding investors with decent returns. Mazi maintains a healthy exposure to some South African consumer-
facing companies, which they expect to recover in the medium to long term once consumer confidence improves. While they 
acknowledge that they may be early on some of these calls, they hold the positions in these companies based on their strong 
fundamentals and long-term return expectations. The manager remains cautiously optimistic that the South African market will 
continue to recover during the rest of the year, and see the market as currently offering attractive investment opportunities across 
a number of sectors.
 

    SOUTH AFRICAN EQUITY – SENTIO CAPITAL MANAGEMENT

Sentio Capital Management follows a fundamentally-based investment philosophy and process 
that gives due consideration to risk management in their portfolio construction process through the 

use of quantitative methods. Sentio returned -4.9% over the last year, underperforming its benchmark by 2.3% on a gross basis. 
Sentio’s underperformance over the last year was mostly driven by underperforming overweight positions in Cashbuild, Foschini and 
Ascendis Health, as well as an underweight position in Sasol. Sentio currently see two key risk events for South Africa until the rest of 
the year: the first being the parliamentary elections in May and the second is the Eskom crisis. On the elections, Sentio believe that 
an outcome should lead to some form of certainty and stability, something craved by consumers and businesses alike in order to 
commit to investments and growth. The manager believes that there is the potential for an upside surprise in South African markets 
given overall negative sentiment and growth expectations. Sentio’s portfolio remains constructively positioned, as they continue to 
believe that the late cycle bull market is still intact, while a balance remains to cater for expected higher volatility levels.

    SOUTH AFRICAN LONG/SHORT EQUITY – CORONATION

Gavin Joubert manages the hedge fund along with Quinton Ivan. Gavin is also responsible for the 
Global Emerging Markets Fund, while Quinton manages the Core Equity Fund and is co-head of 

equity research. The Fund is long-term, bottom-up, valuation driven investing predominantly in Large Caps. Presidio had recorded 
stellar return during the first quarter, up 8.5% and 4.6% ahead of the Capped Swix equity benchmark. The biggest contributors 
to returns were long positions to British American Tobacco (+27.4%), Naspers (+15.2%) and AB InBev (+26.7%) while short positions 
Kumba and Capitec detracted. The Fund was up 2.2% for the one-year period to March 2019, 4.8% ahead of the local equity 
market. Their main contributors to returns were long positions in Naspers, Anglo American and a Cashbuild short. Long exposure 
to British American Tobacco, Aspen, Shoprite and a Capitec short were amongst the biggest detractors for the year.  
    

    SOUTH AFRICAN LONG/SHORT EQUITY – 36ONE ASSET MANAGEMENT

36ONE is one of the longest running hedge fund businesses in the industry, founded in 2004. Formed 
by Cy Jacobs and Steven Liptz, the investment approach is centred on the principle that the market 

does not efficiently price securities at all times. 36ONE therefore believes that stock selection through bottom-up fundamental 
analysis can outperform over time. The primary focus is on value investment within the South African equity market but attractive 
growth shares and opportunities in other asset classes and/or geographies may also be explored. 36ONE posted an 8.4% return 
and outperformed the Capped Swix Index by 4.5% during the first quarter, largely at the back of long positions in Naspers, British 
American Tobacco and Impala Platinum (+66.3%). A Redefine short and exposure to Spar and Arrowhead were amongst top 
detractors to returns during the quarter. The Fund was up 2.9% over the last 12-month period to March 2019, 5.5% ahead of the 
Capped Swix Index.
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    SOUTH AFRICAN LONG/SHORT EQUITY – BATELEUR CAPITAL                                                     

Founded in 2005 by brothers Kevin and Mark Williams, the business is managed on bottom-up 
fundamental analysis with a considerable amount of time spent on research. The investment team 

focuses on under-researched stocks predominantly in the large and mid-cap space. They also focus on macro fundamentals and 
the effect of this on asset valuations. The Fund was up 4.8% and 0.90% ahead of the Capped Swix Index at the end of the first 
quarter. The biggest contributors to returns were the exposures to Naspers, British American Tobacco, and Mpact (+16.4%), while 
ELB Group, Woolworths and Tsogo Sun were detracted. The Fund recorded an annual return of 2.4% over the last 12 months to 
March 2019, 5% ahead of the local equity market (Capped Swix Index).

    SOUTH AFRICAN LONG/SHORT EQUITY – STEYN CAPITAL LONG SHORT

André Steyn has a background of managing hedge funds in New York and London. His forensic audit 
skills allow him to identify balance sheet discrepancies, which make his process highly unique. The 

Steyn Capital Long/Short Fund was launched in May 2009 and is closed to new flows in order to preserve its opportunity set. It 
re-opened to flows in 2018 at the back of disinvestments, which freed up capacity. The Fund differs from the large cap offering 
in that it may invest in small cap and fledgling stocks. The Fund was up 1.6% and 2.3% behind the Capped Swix equity index. The 
biggest detractors were exposures to Stefanutti, Phumelela Gaming and Rolfes Holdings during the first quarter, while positions in 
African Phoenix, Naspers and a Chemicals short contributed positively to returns. The Fund was up 4.9% over the 12-month period 
to March 2019, 7.5% ahead of the local equity market. 
 

    SOUTH AFRICAN LONG/SHORT EQUITY – NITROGEN LONG SHORT EQUITY                                     
The business was founded in 1998 by brothers Rowan and Lance as a private equity business. In 
2006, the Nitrogen hedge fund was launched using the skills learnt from private equity investing. 
The Nitrogen Fund is a low volatility long/short equity hedge fund trading in the South African equity 

market. The Fund is managed on a fundamental basis with a value bias. The Fund consists of two books – a long-term fundamental 
book and an active short-term trading book. Nitrogen posted a 3.3% return during the first quarter, slightly behind the local equity 
market and largely on the back of long exposures to Naspers and Allied Electronics. The Fund was up 9.7% and 12.3% ahead of the 
equity market over the 12-month period to March 2019.

    SOUTH AFRICAN LISTED PROPERTY – CATALYST FUND MANAGERS

Catalyst invests in well-managed listed property companies that deliver high levels of income and 
long-term capital appreciation at appropriate levels of risk. During the first quarter of 2019, the 

portfolio recorded 1.8%, outperforming its benchmark by 50 basis points on a net basis. The outperformance was mostly driven by 
underweight exposure to Delta and Rebosis and an overweight to NEPI, while exposure to Hyprop and underweight position to 
Investec Property were notable detractors to performance. The Fund is 1.7% ahead of the All Property benchmark for the 12-month 
period to March 2019. They noted that domestic property fundamentals have remained weak as lackluster economic growth and 
high unemployment continued to place pressure on domestic demand and supply conditions. As such vacancy levels across 
the sectors are increasingly difficult to maintain with large incentives being provided to tenants through significant negative 
rental reversions, rent free periods and/or additional capital expenditure to retain and attract new tenants. This combined with 
unsustainable/non-recurring earnings distributed in prior periods, lower expected M&A growth and increasing leverage have 
continued to result in downward revisions to growth forecasts. They expect the sector to achieve inflationary growth in distribution 
per share over the medium term.
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    SOUTH AFRICAN LISTED PROPERTY – SESFIKILE CAPITAL

Sesfikile is a specialist listed property manager that believes in long-term value investing, while also 
taking advantage of short-term property-specific growth opportunities. During the first quarter of 

2019, Sesfikile outperformed the All Property Index by 38 basis points on a net basis. This was mostly at the back of underweight 
exposure to Hyprop and Delta and an overweight position to NEPI and Dipula. Over the last 12 months, the portfolio was 1.5% 
ahead of the benchmark on a net basis. Sesfikile hold the view that while they have started to see a material rebasing across a lot 
of the sector, there is still more to come. They continue to see several once-off earnings in the base as well as relatively aggressive 
funding structures that need to unwind. Valuations in their view have outshot the bearish growth outlook and have the potential 
to deliver circa 10% over the next 12 months. They however note that there is still event risk lying in the upcoming elections as well 
as Brexit, which is not necessarily priced into the numbers.

    INTERNATIONAL PROPERTY – CATALYST FUND MANAGERS

During the first quarter Catalyst returned 15.9% and 1% ahead of the benchmark largely on the 
back of exposures to Link REIT, Sun Communities and Simon Property.  Over the last 12 months the 

fund was up 14.6% and 1.4% ahead of the benchmark. Sectorally, the portfolio is notably overweight to residential and specialty 
sectors, while underweight to retail, diversified, hotels and office sectors. Geographically, the manager maintains an underweight 
to Japan, Singapore and the US, while in Europe, they favour the Netherlands but are underweight to Germany and France and 
neutral to the UK. The portfolio is currently underweight to the Asia-Pacific region, with an overweight allocation to Hong Kong.

Catalyst believes that global real estate operating fundamentals remain healthy mainly due to manageable supply levels relative 
to demand. They maintain that the global listed real estate sector appears to be fairly priced to slightly expensive, while more 
attractively priced opportunities exist in specific real estate sectors and stocks.

 
  INTERNATIONAL PROPERTY – BLACKROCK

The BlackRock World Real Estate Securities strategy employs a fundamental, bottom-up approach 
to stock selection, aided by a macro-environment and capital markets overlay. The fund was up 15.9% 

during the first quarter, 40bps ahead of the benchmark. Positions in Caretrust and GDS Holdings were the biggest contributors to 
returns over this period. Over the last 12 months, the BlackRock portfolio was up 13.7%, more or less in line with the benchmark. 
Geographically, the BlackRock portfolio is largely in line with the benchmark, but slightly underweight to the Asia-Pacific region, 
with underweights to Australia and Singapore contributing to this active position. 

BlackRock maintains their conviction around select, well-located and well-curated retail real estate. The manager continues 
to favour Japan developers and is selective and cautious in Australia, where they favour data centres, while retail names with 
quality assets continue to screen attractively. They are cautious in Hong Kong and Singapore. In Europe, BlackRock sees positive 
fundamentals for most markets outside of the UK.

 INTERNATIONAL PROPERTY – RESOLUTION CAPITAL

Resolution Capital are long-term, bottom-up stock selectors with a focus on high quality companies 
with strong balance sheets (low leverage), recurring earnings growth driven largely from rental 

activities and good stewardship (aligned management). They are benchmark agnostic and employ a multi-counsellor approach. 
Resolution returned 17.4% during the first quarter, almost 3% ahead of the benchmark and up 12.7% for the 12-month period to 
March 2019. The fund has a neutral position to America and Europe while underweight Asia Pacific region within which they are 
overweight Hong Kong relative to the benchmark.
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 INTERNATIONAL EQUITY – STATE STREET – GINSGLOBAL

GinsGlobal invests using index management techniques (developed by the State Street Group), 
designed to track the performance and risk of the MSCI World Index as consistently as possible. As 

at 31 March 2019, the portfolio returned 3.3% (net of manager fees), underperforming the benchmark by 0.7%. A passive portfolio 
will often lag its benchmark performance due to costs and fees.

 INTERNATIONAL EQUITY – ORBIS

Orbis is a contrarian, long-term, value manager that follows a bottom-up stock selection process. The 
portfolio returned -12.98% during the past 12-month period ending 31 March 2019, underperforming 

the MSCI All Country World Index by 15.6%. The contrarian nature of the manager’s stock selection process means that the strategy 
will tend to hold businesses that are currently disliked by the market and are trading at depressed prices, which in turn could lead 
to periods of short-term underperformance but where the manager has identified catalysts of unlocking potential value. The first 
quarter of 2019 rebounded strongly from the sharp losses of last quarter. Markets anticipate the resolution of the ongoing trade 
war escalation between the US and China, this would naturally be positive for global trade and economies depending on these 
two large trading nations. The Fund positioning, while bottom-up, still holds a material overweight to Asia ex-Japan and a material 
underweight to US equity, relative to the benchmark. The largest stock detractors over the period were XPO Logistics (-3.8%), PG&E 
(-1.3%) and Symantec (-1.1%). The largest contributors to alpha were Autohome (1.0%), Anthem (0.6%) and Dollar General (0.6%). 
Nike and Sumitomo Mitsui Fin were trimmed while Dell and Swatch were sold out completely. Positions in Naspers and Total were 
upweighted.

    INTERNATIONAL EQUITY (EMERGING MARKETS) – CORONATION FUND MANAGERS 

 Coronation follows a long-term, valuation-driven approach and builds portfolios from the bottom 
up, which means that country and sector allocations are a function of stock selection. The portfolio 

returned -5.8% for the 12-month period ending 31 March 2019, which is 1.7% above the MSCI Emerging Market Index. Emerging 
markets had a very strong first quarter of 2019 on the back of developing markets bouncing up off their sharp fall during the fourth 
quarter of 2018. An increasing expectation for trade war resolution sparked optimism that the world’s two largest economies 
would drive trade and global growth higher. The manager had their best quarter in the history of the fund, contributors included 
Wuliangye Yibin (2.0%), New oriental Education (1.4%), Ctrip (0.7%) and Philip Morris (0.7% contribution). Concurrently there were 
no detractors of more than 0.5%. The manager had five new buys over the quarter, including Jiangsu Yanghe Brewery (1.8% 
position), LVMH (1.9% position), NetEase (0.7% position), BM&F Bovespa (0.6% position) and Eastern Tobacco (0.4% position). Two 
outright sells included Baidu and Marisa.
 

 INTERNATIONAL EQUITY: BAILLIE GIFFORD 

The Baillie Gifford Global Alpha Fund was added to the global equity strategy in December 2015 
to achieve more balance in this building block, particularly from an investment style perspective. 

Baillie Gifford’s philosophy stems from the belief that share prices ultimately follow earnings. They achieve this by identifying 
companies they believe enjoy sustainable, competitive advantages in their industries and that will grow earnings faster than the 
market average. The portfolio returned 1.5% during the past 12-month period ending 31 March 2019, underperforming the MSCI All 
Country World Index by 1.1%. Within the Fund, North America as a region outperformed, with global information technology and 
real estate being the two largest contributing sectors. The largest relative contributors were Amazon.com (0.7%), Anthem (0.6%) 
and Advanced Micro device (0.4%). While the largest detractors included Sberbank (-0.3%), Signify (-0.3%) and Baidu (-0.3%). The 
manager was particularly active with portfolio repositioning, new purchases included Chegg (0.43% position), Microsoft (1.27% 
position), Novocure (0.34% position) and Reliance (1.14% position). While the ong list of complete sells included Advanced Micro 
Devices, CH Robinso, HTC, Kansai Paint Co Ltd, LINE Corp, NetEase, Rohm, Svenska and Handelsbanken.
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     INTERNATIONAL EQUITY: HARRIS 
Harris applies a long-term investment horizon as they seek out significantly underpriced companies 
with strong business fundamentals and proven management teams. They build high-conviction 
concentrated portfolios, underpinned by the bottom-up value investment process and upside 

potential of each of the stocks. The portfolio returned -5.4% during the 12-month period ending 31 March 2019, underperforming 
the MSCI All Country World Index by 8.0%. Global markets rose strongly in the first quarter of 2019, this was a positive correction on 
the back of the sharp fall during the end of the fourth quarter of 2018. Markets reacted positively to proactive trade talks between 
the United States and China. US economic strength continued to drive the bull market. Adding to the positive sentiments were 
stronger growth and labour market data out of the US, together with China maintaining its relative high GDP growth rates. Europe 
and the UK followed world markets higher despite burgeoning local issues with Brexit and Italian debt. During the quarter, UK, US 
and South African holdings contributed positively to return, on a stock level Mastercard, Lloyds Banking Group and Travis Perkins 
were the largest contributors. The largest detractors were Bayer (Germany), Grupo Televisa (Mexico) and Incitec Pivot (Australia). 
The manager added one new position, Booking Holdings (US) and sold one holding, Multichoice (South Africa) which is a spin out 
of the holding in Naspers.

    AFRICA FRONTIERS  – CORONATION FUND MANAGERS

The portfolio returned -6.5% for the 12-month period ending 31 March 2019, outperforming the MSCI 
Emerging Frontier Africa Markets Index (excluding South Africa) by 7.9%. Africa equity markets rose 

in line with broader global markets. The strategy underperformed the bounce over the quarter, though this was understandable 
given the strong outperformance through 2018. The largest contributors for the quarter were Eastern and Zimplats, while the 
largest detractors were British American Tobacco (BAT) Kenya and EIPICO. Zimplats benefited from higher palladium prices, and 
a mining license change (which reduces tax payable and gives Zimplats increased mining rights over their 45-year lease). The 
manager fully exited from its position in Citadel Capital in the first quarter 2019 – the core holding (Egyptian Refining Company) 
is expected to be commissioned at the end of the year, causing the share price to rally and the manager to be sold on valuation 
grounds. The manager added to their stake in Eastern Tobacco (Eastern) during the quarter. The company is in the process of 
moving from being regulated as a state-owned entity to a private company as the government sold down a 4.5% stake in the 
business – this privatisiation is expected to yield several material benefits. 

    SOUTH AFRICAN FIXED INCOME  – PRUDENTIAL PORTFOLIO MANAGERS

South African assets were boosted over the quarter primarily by the easier global monetary outlook, 
recording gains across all asset classes. 

Apart from the Fed’s rate pause, which bolstered bond markets around the world, SA bonds rallied on several local factors, as the All 
Bond Index (ALBI) delivered 3.8% for the quarter. The yield on the benchmark R186 bond fell from around 8.9% at the start of the 
quarter to end at around 8.6%. These supportive factors included good investor demand, subdued inflation and the SARB’s decision 
to keep interest rates on hold at both its January and March MPC meetings. However, the SARB remains concerned about future 
inflationary pressures arising from the weaker rand, as well as higher costs from fuel and electricity. Other worries remained Eskom’s 
generation capacity and the negative impact of load-shedding on growth in 2019, the land expropriation debate, nationalisation of 
the SARB, and last but not least, the upcoming May elections.

In SA nominal bonds, valuations remained cheap over the quarter compared to their longer-term fair value despite the quarter’s 
3.8% return from the asset class. Prudential still prefer longer-dated government bonds due to the more attractive yields on 
offer. The manager is also comfortable with the compensation bonds offer, given the risk involved, while recognising that the SA 
government and businesses have not yet done enough to eliminate the prospects of further credit rating downgrades, especially 
given the deterioration of the country’s growth rate. 
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For inflation-linked bonds, following the quarter’s return of 0.5%, the real yield remains very attractive, having risen to 3.3% for 10 
years. However, Prudential believe better value exists in nominal bonds, where long-dated nominal bonds have the potential to 
offer more attractive value over the medium-term and are much more liquid. 

In SA listed property, Prudential remain concerned about the quality of earnings and the possibility of further downward revisions 
to earnings forecasts for listed property. The sector faces headwinds arising from pressure on landlords to reduce their rentals, 
particularly in the retail space where retailers are facing sluggish consumer spending. Equally, oversupply in office space is currently 
negative for listed property earnings.  

The Prudential Flexible Fixed Income Fund returned 2.9% for the quarter ending March 2019. As at the end of March 2019, the Fund 
has a modified duration of 5.8 years and a Fund yield of 9.6%.

     SOUTH AFRICAN FIXED INCOME  – CORONATION FUND MANAGERS 

Global data remained mixed in March, with some tentative signs of a stabilisation in growth 
momentum, but ongoing weakness in global trade and manufacturing. The month’s news was 

dominated by the UK’s messy Brexit negotiations - the issue remains unresolved. Elsewhere, very dovish outlook statements from 
both the US Federal Reserve (Fed) and European Central Bank (ECB) continue to be supportive of risk assets. 

The sustainability of South Africa’s investment grade rating will remain a key concern. Credible monetary policy has caused inflation 
and inflation expectations to gravitate towards the midpoint of the band (4.5%), yet it remains adequately accommodative given 
the subdued growth profile. Growth, or the lack thereof, remains at the core of the country’s structural problems. Cyclically, growth 
should pick up to approximately 1.3% in 2019 and 1.8% in 2020. However, the risk to this outcome is to the downside given the 
threat of load shedding, the effect it has on business and consumer confidence, and how rising electricity-related costs affect 
corporate profitability. The burden of low growth and state-owned entity (SOE) support weighs heavily on fiscal policy. 

At the end of February, shorter-dated fixed-rate negotiable certificates of deposit (NCDs) traded at 8.27% (three-year) and 8.74% 
(five-year); unchanged over the month. The spreads of floating-rate NCDs have dulled in appeal over the last few quarters on 
the back of a compression in credit spreads. This is due to the reduced need for funding from banks in South Africa, given the 
low-growth environment. Fixed-rate NCDs continue to hold appeal due to the inherent protection offered by their yields. Credit 
spreads remain in expensive territory (less than 100 basis points [bps] in the three-year area and 110 bps in the five-year area). The 
fund continues to hold decent exposure to these instruments (less floating than fixed).

Global monetary policy has once again turned more supportive for risk sentiment, which should help buoy emerging market 
valuations over the shorter term. At current levels, local government bonds are trading cheap relative to fair value estimates. While 
nominal bonds continue to compare favourably to ILBs, the balance in the front end of the curve has shifted towards ILBs.

Listed property has been the largest drag on the fund, primarily due to generalised equity weakness and idiosyncratic domestic 
issues relating to the possible closure of Edcon, its impact on the broader property sector, and lower real GDP growth. However, 
from an income perspective, distribution growth and expectations around future distribution growth remain sound. Despite 
the underperformance, from a valuation perspective, the sector is still very attractive. If one excludes the offshore exposure, the 
property sector’s yield rises to approximately 10.7%, which compares very favourably to the benchmark bond.

Coronation remain vigilant of risks emanating from the dislocations between stretched valuations and the underlying  
fundamentals of the local economy. The fund’s current positioning correctly reflects appropriate levels of caution. The fund’s 
yield remains attractive relative to its duration risk with the yield adequate proxy for expected fund performance over the next  
12 months.

The Coronation Flexible Fixed Income Fund returned 3.3% for the quarter ending March 2019. As at the end of March 2019, the 
Fund has a modified duration of 6.7 years and a Fund yield of 9.6%. .
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  SOUTH AFRICAN CASH –SANLAM INVESTMENT MANAGERS (SIM)/PRESCIENT INVESTMENT 
MANAGERS (PRESCIENT) 

Investments within the cash portfolio have a residual maturity of less than 13 months and a weighted 
average, legal maturity not exceeding 120 days. 

The cash portfolio returned 1.9% over the quarter ending March 2019 and about 7.8% over the last 12 months, outperforming the 
STeFI three-month benchmark return of 6.9%. 

The Fund’s maturity position at the end of March was at 120 days. The Fund’s investments are well diversified across a number 
of issuers and instruments and are therefore considered less risky than a deposit with any one bank. 98.0% of the strategy was 
exposed to F1/F1+ rated investments, in other words, a highly rated investment.

     CORONATION BALANCED

After a torrid 2018 in which global and local capital markets collapsed, we saw a complete reversal 
in the first quarter of 2019 (Q1-19), with very strong returns from all capital markets. The fund had 

a pleasing quarter which was well ahead of the benchmark. The fund had been well positioned for this bounce-back in equity 
markets, having added significantly to equities in the late 2018 sell-off.

Global equity markets, for no discernible reason, rallied very strongly through Q1-19, recovering most of the fall in the last quarter 
of 2018. Global markets (measured by the MSCI World Index) delivered 12.5% in US dollars. Coronation’s global equity and global 
emerging markets funds delivered returns well ahead of benchmark, adding significant alpha in the quarter. The volatility in 
markets has been unsettling, but once again makes a strong argument for taking a measured long-term approach to investing. 
Coronation have retained their position in emerging markets. As the US has surprisingly changed its view on the direction of future 
rate hikes to a more dovish stance, this should continue to bode well for emerging market equity performance and currencies. 
While the start to the year has been strong, these markets remain very cheap with good underlying growth prospects.

South African equity markets also delivered a pleasing recovery in Q1-19, though not to the same extent as global markets. The 
impacts of Eskom’s rolling blackouts and a poor consumer environment have continued to weigh on local businesses, resulting 
in a swathe of profit warnings in the quarter, reducing some of the potential market returns. Fortunately, Coronation has avoided 
owning the majority of those companies that are struggling.

While valuations for local businesses have come down significantly over the past few years as growth has severely disappointed, 
the manager is cautious about adding too much exposure here. The growth outlook remains anaemic and the prospects of a pick-
up in consumer spending is poor given a lack of job creation, renewed fiscal discipline at Government level, and above-inflationary 
increases in administered prices and fuel.

Coronation have not made significant changes to their fixed income positioning. While the fund’s increased position in local 
government bonds has remained unchanged this quarter, the overall bond exposure did decline as the manager sold out of 
the Impala Platinum convertible debt position. As the price of the platinum group metals basket has soared this year, Impala’s 
share price also increased, resulting in the convertible bond becoming equity-like in nature, and sold out at a significant profit. 
Coronation’s domestic property exposure has declined at the margin, as have reduced some of their positions. While yields are 
still attractive, the environment for property remains challenged, especially in light of the Edcon restructure announcement this 
quarter, which saw landlords having to forego half their rent for two years. The manager has focused on improving the overall 
quality of the property portfolio and have added some Liberty Two Degrees, which operates the pre-eminent shopping centre in 
South Africa, has very little debt and no offshore property exposure. 

On the international front, the manager has continued to avoid the fixed income space, given no prospect of real returns, but kept 
up a reasonable exposure to European property that trades on attractive yields relative to bonds.

The fund has made a pleasing recovery this quarter and is well positioned and exposed to a great portfolio of assets that will drive 
future returns.
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 FOORD BALANCED 

Despite continuing strength in the US economy, the broader macroeconomic environment 
deteriorated – a weak European economy and fears of slower Chinese growth due to ongoing 

uncertainty around a trade agreement with the USA compound late cycle growth concerns. Most major central banks turned 
decidedly dovish providing a spark to risk assets, despite the gathering economic storm clouds. The oil price rose on continued 
involuntary supply disruptions from Venezuela, additional Saudi led OPEC production cuts and a surprise decline in US stockpiles 
– further upside is likely limited as US inventories showed some recovery towards quarter end while global demand is likely to 
weaken given slower economic expansion in many parts of the world.

The portfolio remains conservatively positioned in domestic assets given the weak domestic economy and struggling consumer. 
Disposable income held back by low real income growth, rising administered cost inflation and low savings rates, while government 
policy uncertainty and stubbornly high and persistent budget deficits impedes private and public sector fixed capital investment. 
The historically-low JSE equity allocation favours global businesses but is balanced by a healthy weight in select domestically 
focused financial, consumer services and industrial counters – often in niche sectors with greater earnings certainty given the low 
growth outlook. 

Foreign assets remain at the prudential maximum with a preference for equities over bonds or cash. Specific global companies’ 
earnings prospects offer greater certainty given the long-term structural tailwinds supporting them. Foord continue to avoid 
retail and commercial property counters in the main given the structural challenges facing the sector – the small listed property 
position is mostly in Capital & Counties and niche counters less correlated to major economic drivers. Physical gold (ETF) is an 
attractive, uncorrelated investment providing some portfolio insurance by preserving real capital value during times of increased 
financial or geopolitical risk – remains core to the portfolio, albeit at a marginally lower weight. 

The relatively short-duration R186 government bond investment is preferred over cash, but at a slightly decreased weight due 
to some profit taking during the quarter – the high real yield still offers enough margin of safety if inflation rises more than 
anticipated and hedges the possibility that we have overstated the SA-specific economic risks. The cash allocation is higher 
following the relatively small disposal in bonds. Real cash yields remain stubbornly high in SA and offers a decent real return in 
an uncertain world.

     PRUDENTIAL BALANCED

After the sharp losses suffered at the end of 2018, investors were able to take heart in the first quarter 
(Q1) of 2019 with markets rebounding as a few negative factors appeared to reverse themselves. 

Although evidence of slowing global growth continued to mount, global equities and bonds rallied strongly after the US Federal 
Reserve announced a substantial change of view and decided to pause (and perhaps even end) its interest rate hiking cycle. At 
the same time, other developed market central banks undertook more growth-supportive moves, and considerable progress was 
reportedly made in resolving the US-China trade dispute. On the negative side, an even more chaotic Brexit environment and the 
uncertainty engendered by Trump’s unpredictability remained bearish factors for markets. Emerging markets also benefitted 
from the more bullish sentiment and the Fed’s rate pause, but some like Turkey and Venezuela faced idiosyncratic challenges. 
However, for South African investors, local equities and bonds posted respectable gains in rand terms.

Prudential remain underweight global bonds and global cash, and overweight global equities, with the latter offering attractive 
valuations in many markets (particularly when viewed relative to bonds), and much higher potential returns over the medium term. 
The global equity risk premium on offer remains substantially above historic norms, reflecting the extraordinary low government 
bond yields, which fell further during the quarter as a result of global interest rate expectations being revised downward. In global 
fixed income, despite the rally over the quarter, US government bonds are still trading at slightly expensive levels, but are less 
expensive than other developed markets like the UK, EU and Japan, where government bond yields remain at exceptionally low 
levels. Consequently, the asset class as whole remains unattractive versus equities. 
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For global equities, some developed markets have become more expensive after the quarter’s gains, but Prudential have maintained 
an overweight position as a whole given the very high risk premium from equities versus bonds. Prudential continue to prefer 
the global banking sector, which has underperformed the broader market, as well as certain developed markets where equities 
are undervalued but fundamentals for earnings growth remain positive, including Germany and Japan, and selected emerging 
markets such as South Korea, Indonesia and China. These overweight positions are financed primarily by an underweight in global 
bonds, as well as US equities to a lesser extent. Despite the positive index return over the quarter, valuations on SA equities actually 
fell as earnings expectations deteriorated: the Capped SWIX’s forward price-to-earnings (P/E) ratio fell to 11.17X at end-March from 
11.8X in January. On a price-to-book (P/B) valuation measure, the Capped SWIX’s current level of 1.64X is now even cheaper versus 
its longer-term median of 2.1X. 

Prudential still see better opportunities offshore and consequently did not add to SA equity holdings. The manager continues to 
hold resources stocks with exposure to global growth and foreign currency earnings like Anglo American, BHP, Exxaro, Sasol and 
Sappi, as well as global giants such as Naspers and British American Tobacco. Prudential have also maintained an overweight 
exposure to financial shares including Old Mutual, Standard Bank and Absa, which have offered attractive valuations with relatively 
high dividend yields.  

In SA nominal bonds, valuations remained cheap over the quarter compared to their longer-term fair value despite the quarter’s 
3.8% return from the asset class. Prudential still prefer longer-dated government bonds due to the more attractive yields on 
offer. The manager is also comfortable with the compensation bonds offer given the risk involved, while recognising that the SA 
government and businesses have not yet done enough to eliminate the prospects of further credit rating downgrades, especially 
given the deterioration in the country’s growth rate. 

For inflation-linked bonds, following the quarter’s return of 0.5%, the real yield remains very attractive, having risen to 3.3% for 
10-years. However, Prudential believe better value exists in nominal bonds, where long-dated nominal bonds have the potential to 
offer more attractive value over the medium-term and are much more liquid. 

In SA listed property Prudential remain concerned around the quality of earnings and possibility of further downward revisions 
to earnings forecasts for listed property. The sector faces headwinds arising from pressure on landlords to reduce their rentals, 
particularly in the retail space where retailers are facing sluggish consumer spending. Equally, oversupply in office space is negative 
for listed property earnings currently.

    ALLAN GRAY BALANCED

The synchronous global slowdown, which commenced in the last quarter of 2018, continues to take 
its toll. While Europe is not in recession, it has returned to the state of stagnation which prevailed 

prior to 2016. Officially, the Chinese economy is still growing at a rate of about 6%, but business conditions in its private sector 
have been weak. Although the US economy is doing better than most, the Federal Reserve has responded to these developments 
by abandoning its plans to increase interest rates. Market opinion has shifted to the view that within the leading economies, the 
current low levels of interest will prevail for some time. Reflecting this new paradigm, long-term rates in the US have declined 
significantly. The prospect of continuing benign monetary policy has buoyed equity prices. 

Inflationary pressures both globally and domestically remain benign. Accordingly, the South African Reserve Bank is under no 
market pressure to increase interest rates, and left them unchanged at its last Monetary Policy Committee meeting.

The relatively weak returns from JSE equities over the past four years have allowed many companies to grow into their valuations. 
The median price-to-earnings (P/E) multiple of the top 100 companies has fallen from 17.0 in 2015 to 13.6 today. This is a rough 
indication of an improved opportunity set and aligns with their bottom-up research where Allan Gray is finding more companies 
trading at or below their estimates of fair value. Broadly, the JSE is trading at about fair value. Using history as a guide, these 
valuations suggest investors can expect returns over the next five years of about 4% above inflation – not a dripping roast, but a 
good opportunity for those with a long-term horizon.

The resources sector appreciated 18%, driven by Anglo American, BHP Billiton (BHP) and the platinum sector, while the weak 
economy and deteriorating sentiment towards South Africa caused the retail sector to fall 14%. In between, the banks registered 
marginal declines. Allan Gray is currently focusing the bulk of their research efforts on the domestic cyclical sector. To date, the 
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manager has not bought many large positions as the valuations are not yet exceptional given the risks. In a similar vein, the 
property sector has had a difficult 18 months, returning a negative 18% from its peak. Despite the lower valuations, Allan Gray 
has not bought any large positions as the excesses of a 20-year bull market are not undone in just over a year. Unfortunately, 
the manager held no Anglo American and only a small position in BHP, missing the stellar returns of the past year. Iron ore 
accounts for the bulk of these two companies’ earnings, a commodity Allan Gray has been wrongly cautious about for some time. 
Brazilian miner Vale’s recent tailings dam failure has driven the iron ore price higher still, as it has been forced to cut production 
by approximately 40 million tonnes. Glencore, a diversified mining company, is a top 10 holding for the Portfolio. However, given 
Glencore’s nil exposure to iron ore, it has been a relative underperformer in the mining sector. When managing the Portfolio, Allan 
Gray continuously search for undervalued assets and strives to avoid overvalued assets. These are particularly exciting times as the 
nervousness around South Africa could grant the manager the opportunity to buy some significantly undervalued assets.  

     CORONATION ABSOLUTE RETURN

Despite this more cautious outlook, the fund still has a 75% position in domestic assets. Within this, 
the largest local allocation is to fixed income assets and cash (32% of fund), with a weighted average 

yield of approximately 9.5%. This yield meets the fund’s mandate of delivering above inflation returns. The risk of a downgrade to 
SA’s sovereign rating has been delayed, with Moody’s deciding not to change their credit outlook at the end of March. The risk of a 
downgrade may still re-emerge in the coming months, but for now the real yields on Coronation’s portfolio of fixed income assets 
remain attractive, given a benign inflation outlook. Coronation have kept their South African equity exposure fairly constant at 
around 32% of the portfolio, with a high weighting to rand hedge shares. Large equity positions, such as British American Tobacco 
and MTN posted robust recoveries. The British American Tobacco share price (+27%) recovered strongly during the quarter on the 
back of reporting good results which allayed market fears around US volume declines, its debt levels, and the outlook for its next-
generation products. It also appears that investor anxiety towards the regulatory headwinds faced by the US business is abating 
and sentiment is finally starting to turn positive on the stock. Even after this short-term price rally, British American Tobacco is still 
trading on only 9.5 times one-year forward earnings and a 7% dividend yield.  

Stocks exposed to the domestic economy came under significant pressure during the quarter as the realities of operating in a 
‘no-growth’ economic environment filtered through into corporate earnings. The quarter kicked off with a string of profit warnings 
from the domestic retailers, and the likes of Mr Price (-23%), Massmart (-22%) and Dischem (-16%) all ended the period materially 
lower. Fortunately, the fund had no exposure to any of these stocks but the manager did initiate a small position in Dischem as a 
result of this price action. 

South African property shares have continued to deliver a lacklustre performance. Landlords have now finalised an agreement to 
support Edcon, either via rental reduction or with a recapitalisation. These actions will result in muted distribution growth going 
forward. While yields are looking reasonable, Coronation has marginally reduced exposure to domestic property to approximately 
6% of portfolio.

At the start of the year, international exposure was relatively low at 22.7%. The manager bought currency futures to take advantage 
of attractive exchange rates and currency exposure now sits around 25%. Offshore exposure is still mainly allocated to global 
equities. All the underlying international investments have delivered good alpha in the last quarter, further assisted by the rand 
weakness. 

The fund has had an encouraging start to the year. Although the fund has been ahead of inflation over all time periods, it has only 
beaten its benchmark over the longer-term time horizons. While the ongoing global uncertainties create much volatility and can 
result in a range of positive or adverse growth outcomes, Coronation’s unwavering focus is to build a diversified portfolio that can 
absorb unanticipated shocks. 
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    INVESTEC ABSOLUTE RETURN

For the quarter, the portfolio delivered healthy absolute and relative returns.

The foreign equity component of the portfolio was the largest absolute contributor over the quarter, outperforming the global 
equity market and marginally boosted by a slightly weaker rand. Stock selection within IT and financials was the main driver of 
relative returns, and, to a lesser degree, consumer staples.

Within financials, credit rating agency Moody’s performed well, recovering from oversold levels in the previous quarter, as the 
outlook for capital markets improved. Within IT, holdings in small business and tax software provider, Intuit, and Internet domain 
registration company, Verisign, rallied well. Shares in Verisign contributed positively following news it had been given permission 
to raise prices on .com domain names, given the extent of Verisign’s operational leverage. In staples, tobacco company Philip Morris 
International was the main contributor. Local equity investments were the second largest contributor to returns. Key contributors 
included British American Tobacco, Assore, Naspers and Richemont. Not holding any retailers benefitted relative performance. 
The local bond component was another contributor to performance over the quarter. Local bond yields followed global bond 
yields lower (yields fall as prices rise), shrugging off concerns surrounding state power utility Eskom. The portfolio’s holding in the 
NewGold Exchange-Traded Fund (ETF) contributed marginally to performance.

In the offshore equity component, exposure to skincare company Beiersdorf detracted from relative returns. Locally, not holding 
many of the mining shares (having only one holding in Assore) dragged on relative returns given their strong performance over the 
period. Additionally, investments in Aspen Pharmacare and JSE weighed on returns.

Investec are not short-term traders. The manager prefers to buy what is perceived as high-quality companies that offer good value 
and hold these positions over the medium to long term. As such, activity over the quarter was muted. During the period, Investec 
sold the small remaining position in Aspen Pharmacare due to concerns around the company’s balance sheet as well as concerns 
over some aspects of the company’s business model that have evolved counter to what was expected.

The outlook for the South African economy remains bleak. Consumers, already under financial strain, will have to contend with 
higher electricity prices and higher fuel prices from April 2019. The recent spate of rolling power outages will negatively impact 
economic activity and will have hit small and medium-sized businesses particularly hard. Inflation remains subdued. Despite this, 
South Africa’s real interest rates (the interest rates after subtracting inflation) are among the highest in the world. Given these high 
real rates, the weak outlook for economic growth and the low inflation expectations, Investec remains of the view that there is 
room for the South African Reserve Bank to cut interest rates. The silver lining to this cloud is that this environment has resulted 
in more attractive valuations for many listed shares and buying opportunities are emerging.

    PRUDENTIAL ABSOLUTE RETURN

After the sharp losses suffered at the end of 2018, investors were able to take heart in the first quarter 
(Q1) of 2019 with markets rebounding as a few negative factors appeared to reverse themselves. 

Although evidence of slowing global growth continued to mount, global equities and bonds rallied strongly after the US Federal 
Reserve announced a substantial change of view and decided to pause (and perhaps even end) its interest rate hiking cycle. At 
the same time, other developed market central banks undertook more growth-supportive moves, and considerable progress was 
reportedly made in resolving the US-China trade dispute. On the negative side, an even more chaotic Brexit environment and the 
uncertainty engendered by Trump’s unpredictability remained bearish factors for markets. Emerging markets also benefitted 
from the more bullish sentiment and the Fed’s rate pause, but some like Turkey and Venezuela faced idiosyncratic challenges. 
However, for South African investors, local equities and bonds posted respectable gains in rand terms.

Prudential remain underweight global bonds and global cash, and overweight global equities, with the latter offering attractive 
valuations in many markets (particularly when viewed relative to bonds), and much higher potential returns over the medium term. 
The global equity risk premium on offer remains substantially above historic norms, reflecting the extraordinary low government 
bond yields, which fell further during the quarter as a result of global interest rate expectations being revised downward. In global 
fixed income, despite the rally over the quarter, US government bonds are still trading at slightly expensive levels, but are less 
expensive than other developed markets like the UK, EU and Japan, where government bond yields remain at exceptionally low 
levels. Consequently, the asset class as whole remains unattractive versus equities. 
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For global equities, some developed markets have become more expensive after the quarter’s gains, but Prudential have maintained 
an overweight position as a whole given the very high risk premium from equities versus bonds. Prudential continue to prefer 
the global banking sector, which has underperformed the broader market, as well as certain developed markets where equities 
are undervalued but fundamentals for earnings growth remain positive, including Germany and Japan, and selected emerging 
markets such as South Korea, Indonesia and China. These overweight positions are financed primarily by an underweight in global 
bonds, as well as US equities to a lesser extent. Despite the positive index return over the quarter, valuations on SA equities actually 
fell as earnings expectations deteriorated: the Capped SWIX’s forward price-to-earnings (P/E) ratio fell to 11.17X at end-March from 
11.8X in January. On a price-to-book (P/B) valuation measure, the Capped SWIX’s current level of 1.64X is now even cheaper versus 
its longer-term median of 2.1X. 

Prudential still see better opportunities offshore and consequently did not add to SA equity holdings. The manager continues to 
hold resources stocks with exposure to global growth and foreign currency earnings like Anglo American, BHP, Exxaro, Sasol and 
Sappi, as well as global giants such as Naspers and British American Tobacco. Prudential have also maintained an overweight 
exposure to financial shares including Old Mutual, Standard Bank and Absa, which have offered attractive valuations with relatively 
high dividend yields.  

In SA nominal bonds, valuations remained cheap over the quarter compared to their longer-term fair value despite the quarter’s 
3.8% return from the asset class. Prudential still prefer longer-dated government bonds due to the more attractive yields on 
offer. The manager is also comfortable with the compensation bonds offer given the risk involved, while recognising that the SA 
government and businesses have not yet done enough to eliminate the prospects of further credit rating downgrades, especially 
given the deterioration in the country’s growth rate. 

For inflation-linked bonds, following the quarter’s return of 0.5%, the real yield remains very attractive, having risen to 3.3% for 
10-years. However, Prudential believe better value exists in nominal bonds, where long-dated nominal bonds have the potential to 
offer more attractive value over the medium-term and are much more liquid. 

In SA listed property Prudential remain concerned around the quality of earnings and possibility of further downward revisions 
to earnings forecasts for listed property. The sector faces headwinds arising from pressure on landlords to reduce their rentals, 
particularly in the retail space where retailers are facing sluggish consumer spending. Equally, oversupply in office space is negative 
for listed property earnings currently.

    SANLAM INVESTMENT MANAGERS (SIM) ABSOLUTE RETURN

The month of March was yet another during the quarter which demonstrated the improved outlook 
for global financial markets brought about by the recent dovish turn of the US Federal Reserve. 

Global asset market volatility, as represented by the VIX Index, fell to its lowest level since October 2017, and all major equity and 
bond markets across the globe ended the month higher.  

Locally, the FTSE/JSE All Share Index was up 1.6%, although not all sectors performed equally well. Tech giant Naspers ending the 
month up 9.3%, played a large part in the positive performance of the Index, while increases of 2.9% in the resources sector and 
3.5% in industrials also made significant contributions. Financials (-4.8%) and property (-1.5%) on the other hand, had a month to 
forget. In fixed income, nominal bonds had a good month (+1.3%), with especially strong performance from the back end of the 
yield curve as it flattened.  Inflation-linked bonds (ILBs), as represented by the CILI Index, declined by -0.8%, as they continue to 
under-perform when compared to nominal bonds. Cash returned +0.6%. 

The fund’s domestic equity allocation was slightly higher as a result of equity market movement, while bond exposure also 
increased due to participation in primary market issuances. The allocation to ILBs and property was unchanged, while short-term 
interest bearing exposure was slightly lower as SIM reduced cash to invest in credit instruments. SIM remains constructive on the 
compelling real returns provided by this asset class, although the lower NCD rates of recent months point to waiting for better 
opportunities to invest in fixed rate instruments. 

With respect to the fund’s offshore allocation, SIM implemented another hedge on the MSCI Equity Index, both in order to lock 
in some of the strong performance seen in global stocks in the quarter, as well as to protect against the potential of future stock 
market volatility. This resulted in a lower effective allocation to offshore equities and a higher allocation to offshore cash.
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Old Mutual Multi-Managers is a division of Old Mutual Life Assurance Company (South Africa) Limited. 
Registration number 1999/004643/06. 

Old Mutual Life Assurance Company (South Africa) Limited is a licensed financial services provider (FSP 703), authorised in terms of 
the Financial Advisory and Intermediary Services Act 37 of 2002 to furnish advice and render intermediary services with regard to 
longterm insurance and pension fund benefits as well as providing intermediary services as a discretionary investment manager. 
The investment portfolios are market-linked. Products are either policy based or unitised in collective investment schemes. 
Investors’ rights and obligations are set out in the relevant contracts. Market fluctuations and changes in rates of exchange or 
taxation may have an effect on the value, price or income of investments. Since the performance of financial markets fluctuates. an 
investor may not get back the full amount invested. Past performance is not necessarily a guide to future investment performance. 
Personal trading by staff is restricted to ensure that there is no conflict of interest. All directors and those staff who are likely to have 
access to price-sensitive and unpublished information in relation to the Old Mutual Group are further restricted in their dealings in 
Old Mutual shares. All employees of Old Mutual Multi-Managers are remunerated with salaries and standard short-term and long-
term incentives. No commission or incentives are paid by Old Mutual Multi-Managers to any persons. All inter-group transactions 
are done on an arm’s length basis. Returns on these products depend on the performance of the underlying assets.

Acknowledgements: All graphs have been provided by Old Mutual Multi-Managers. Data Source: I-Net

Every effort has been made to ensure that this document and the products referred to meet the statutory and regulatory 
requirements pertaining to the manner and format in which information regarding financial products is presented. However, 
should you become aware of any breach of such statutory and regulatory requirements. please address the matter in writing to:

The Compliance Officer 
Old Mutual Multi-Managers 
PO Box 44604 
Claremont 
7735 
South Africa



Old Mutual Corporate is a division of Old Mutual Life Assurance Company (South Africa) Limited, Licensed Financial Services Provider. Jan Smuts Drive, Pinelands 7405, South Africa. Company registration 
no: 1999/004643/06. The information contained in this document is provided as general information and does not constitute advice or an offer by Old Mutual. Every effort has been made to ensure that the 
provision of information regarding these financial funds meets the statutory and regulatory requirements. However, should you become aware of any breach of such statutory and regulatory requirements, 
please address the matter in writing to: The Compliance Officer, Old Mutual Corporate, PO Box 1014, Cape Town 8000, South Africa.

KUMBU KUBHEKA
CLIENT RELATIONSHIP MANAGER

TELEPHONE  011 217 1256

CELLPHONE  079 520 4545

EMAIL   kkubheka@oldmutual.com

JO-ANN DE KLERK
HEAD: MARKETING AND CUSTOMER SUPPORT

TELEPHONE  021 524 4835

CELLPHONE  079 883 8153

EMAIL   jdeklerk@ommm.co.za

HELPLINE 021 524 4430

CELLPHONE  021 441 1199

EMAIL   ommmclientquery@ommm.co.za

ommultimanagers.co.za.

CONTACTS

O
M

B
D

S 
  5

.2
0

19
   

L1
34

52


